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EXHIBIT 
U. S. DIST. COURT 
S. D. OF N. Y. 


J. R. RITENOUR 


April 25, 1967 


To the Shareholders of Modern Teleservice, Inc. 


John J. Lipsky and I are prepared to pay 
$15.00 a share for all of the outstanding 
stock of Modern Teleservice, Inc., if sil oz 


such stock is tendered on or before May 12, 1967. 


If you wish to accept sucn offer, please 
deliver to me in writing a letter to that 


on or before Friday, May 12, 1967. 


Very sincerely, 


E4 


Windmill Lane 
Hudson, New Jersey 


May 12, 1967 


Mr. Sidney Pepper 
120 Broadway 
New York City, New York 


Dear Mr. Pepper: 


This letter will authorize you to inform lr. Richara 
Ritnour and Mr. John Lipsky of Modern Talking Picture 
Service, Inc., of 615 West 34th Street that I am williı 
to transfer to a purchaser or purchasers designated by 
them at the price of $20.00 a share, all the shares of 
stock of that Corporation held by the estate of Frank 
H. Arlinghaus; by myself in my own name; and by myse+ 
as custodian for Alix Ann Arlinghaus, Frank Arlinghau 
Jr. and John Arlinghaus. 


Number Shares Name 
20,300 Rosalie M. Arlinghaus, Exe 
of the Estate of Frank H. 
Arlinghaus 
9 4,000 Rosalie M. Arlinghaus 
10 2,800 Rosalie M. Arlinghaus as 


custodian for Alix Arn Ari 
a minor U/P.L 4995 Chap. 4i 
of the Laws of New Jersey 


11 20 Rosalie M. Arlinghaus as 
for Frank M, Arlinghaus, 
minor U/P.L 1955 chap, 15 
the Laws of New Jersey 


12 2,800 Rosalie M. Arlinghaus as 
for John M. Arlinghaus a mi 
U/P.L. 1955 Chap. 159 of ti 
Laws of New Jersey 


PLAINTIFF'S EXH. 2 Very truly yours, 


May 12, 1975 
Rosalie M. Arlinghaus 
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AGREEMENT dated as of November 17, 


1967, betwe: 


a Pennsylvania corporation 
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INC., a New 
after called 
and JOHN LIP 


called tho S 
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accept 
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from 


Modern 


all the 


assets, 


properties, goodwill and business of Modern as a going 
concern (except tho assets referred to in Section 2(b)), 


together with such additions thereto as shall occur fror 
the date hereof to the Closing Date (as hereinafter defined), 
and the right to use the name "Modern Teleservice, Inc." 
or similiar names (said assets and rights being herein 
after called the Acquired Assets). 
í 
(b) inything hereinabove to the contrary notwith- 

standing, the following assets and propertit: shall be 
retained by Modern 

[1] Cash not in exces: f $10,000 in such a t 

as may be agreed upon by Modern and Fuqua to 

cover Modern's ta and other expenses ir 

connection with its performance of this Agrec 

ment and its liquidation and dissolution. Modern 

+} ] ] Y * r ` y * ۲ iy + + Y +) 

snail promptiy pay € : Fuqua, not iater tna 

Junt , 196 ° € whi Modern 10: not 
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I in pay ) Í } xpenses. 

(ii) The minute | ks, st book and corporate 

seal of Modern, pı ided that upon the dissolut 

of Modern, Modern shall deliver to Fuqua, as 

custodian, t! corporatc record ind seal 1 

by Modern a | rided in this Section 2(b) (ii). 

Such I ind record 111 be available to 

Modert He represcntative for use in connect 1 

with tax matt! l t! liquidation of Moderr 


Es 


and Modern shall have the right to borrow su 
documents and in make ۵6۵5 therecí for pre- 
sentation in any litigation or proceeding in 
which Modern may be involved. Such book: 

records shall be preserved by Fuqua for at 1 


six years after the Closing. 
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liabiiities or obligations of Modern to 


distributions to its stockholders as 


dividends in liquidation or otherwise; 


(ii) 


liabilities and obligations of Modern 


under or with respect to any transaction 


occurring after the Closing Date; 


(113) 
incurred in c 
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transfer of 


this Agreement, 


liquidation a 


liabilities 


onnection with 


ssets 


nd dissolut 


lon; 


obligations 


liabilities and obligations of Modern 


or rolated to the 


and business pursuant to 


(iv! any or j 
employment agreements or otherwise, to any oi 
Modern's officers, directors or stockholders 
(except with regard to salary or wages for 
services rendered on or prior to the Closing 
Date); and 

(v) Modern's obligati ler its Profit 
Sharing Plan. 

(c) Nothing contained in the Section 4 shall rel 
Modern or the Stockholders fror any obligation under 
covenants, warranties or agreements contained in this 
Agreement. 

2 The Closing, Etc. (a) Consummation of thc 
fer and acquisition of the assets hercunder shall con 
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or in connection with Modern's 
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shall be at the offices of Modern, 619 West 54th Street, 
New York, at-2 p.m. onthe senti business deg cttowing— 
‘the receipt of the ruling referred to in Section ll(e), 

or at such other time and place as Modern and Fugua may 
mitually agree (said time and place of Closing are herein 


called the Closing Date). 
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respects, on and as of the Closing Date, and Modern shall 
have caused to be delivered to Fuqua a certificate to that 
effect dated the Closing Date and signed ky Modern and 
the Stockholders. 

(c) All actions, proceedings, instruments and docui 
required to carry out this Agrcement by Modern or incident 
thereto, and all other related matters, shall have been 
approved by counsel for Fuqua. 

(d) Fuqua shall have received the opinion of Messrs. 


Dewitt, Pepper and Howell, counsel for Modern, d-ted tnc 


Closing Date, in form and substance satisfactory to Fuqua's 
counsel, to the effect that: (i) Modern is a corporation 
duly organized, validly exist ng and in good standing 1 

the laws of the State of New Yurk and is duly qualifie 

and in good standing as a foreign corporation in New Jersoy, 


` 
^ 


Illinois and California, (ii) Modern has ful pow 


^ 


authority to convey, assign, transfer and deliver its 


assets to Fuqua as provided in thi Agreement, (iii 
corporate and other procecd I red to be taken by 
or on the part of ! rn aut e it to carry out t 
Agreemcnt and to convey, ass ign, transfer and leliver t 
Fuqua the Acquired Asscts in accordance with this Agr: 
have been duly and properly taken, (iv) this Agreement h 
been duly executed by Modern and the Stockholders and i: 
1 leq: E valid a UR I ODi11 t of Moder! and tl 
Stockholders in accordance wit 11 terms, and, (v) th 
instruments delivered by Modern to Fuqua have been duly 


authorized, executed and del:vercd, are legal, valid and 


binding in accordance with their terms, sufficiont for 
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purposes of recordation and filing where permitted by law 
and have vested in Fuqua all right, title and interest of 
Modern in the Acquired Assets. 

(e) Fugua shall have received the consent of the Chase 
Manhattan Bank, N.A., Western Pennsylvania National Bank, 


and The Fulton National Bank of Atlanta to the acquisition 
by Fuqua cf the business and assets of Modern pursuant hereto. 


(f) Each of the Stockholders shall have entered into 


employment agreements with Fuqua or one of its subsidiaries. 


(g) Each of the Stockholders will from the date hereof 
to the Closing Date coniinue to be employed as an officer 
of Moaern. 

(h) Fuq shall have received from each "affiliate" 
of Modern as defined in Rule 1 of the General Rules 

4 

Regulations under the Securities Act of 1933 an agree! 
not to dispos” of the shares of Fuqua Common Stock received 
hereunder ¢ ept in accordan: th the limitations of suc 
Act 
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(b) The representations and warranties made by Fuqua 
herein shall be correct in all material respicts, on and 


as of thc Closing Dato, with the sane forcc and cffect as 
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though such representations and warranties had been made 
on the Closing Date,and Fuqua shall have caused to be 
delivered to Modern a certificate to that effect dated the 
Closing Date and signed by Fuqua. 

(c) All actions, proceedings, instruments and documents 
required to carry out this Agreement or incident thereto, and 
all other related legal matters, shall have been approved by 
counsel for Modern. 

(d) Modern shall have received an opinion of Lawrence 
P. Klamon, General Counsel of Fuqua, dated the Closing Date, 


in form and substance satisfactory to Mf rn's counsel, ti 


r+ 


the effect that (i) Fuqua is a corporation duly organizcd, 


vaiidly existing and in good standing under the laws of 


-he Commonwealth of Pennsylvania; (ii) Fuqua has full power 
to acquire the assets as provided here) i, (331) all cor} 
and othe. proceedings requir l take by or on tl 


of Fuqua to authorize it to carry out the Plan of Re- 
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taken, (iv) this Plan of Reorganization and Agreement 
been duly executed by Fuqua and J ı legal, valid 
obligation of Fuqua in accordance with its terms, (v) the 

sharcs of Fuqua Common Stock to be delivered hereunder when 
issued will be validly issued, fully paid and nonassessable, 


(vi) the delivery of shares of Fuqua Common Stock 
i 
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to Modorn.and by Modern to its stockholders i. dissolution 


does not require registration under the Securities Act of 
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1933, as amended, and (vii) the shares to be delivered 
hereunder have been duly listed under the New York Stock 
Exchange. 

(e) Modern shall have received from the Internal 
Revenue Service a ruling to the effect that pursuant t 
this Plan of Reorganization and Agreement: 

(i) The acquisition by Fuqua of substantially 
all of the properties of Modern, in exchange 
solely for Fuqua Common Stock, as contemplate 
herein, will constitute a reorganization within 


the meaning of Sectio: 368(a) (1) (C) of the 


Internal Revenue C« 1954 (hereinaíter à 
the Codo). 

(ii) Pursu t to Section 361(a) of the Code, 

no gain or loss will be ri cognized to Mo ern 

on ihe transfer of it! in € 

for Fuqua Common St 

(313 ) The I c 3 4 ert ( nf A Je 
acquire ب‎ J 1 t I in the 

of Fug j ! f M n, as pr 1 
in 6 CLOI 62 C T 4 ( 

(iv) No gi r loss 11 be xi jnized to th 
stockhold f 1 n the receipt by tt 
of shares of Fuqua Common Stock in exchang: for 


their stock f Modern, as provide: 


354 ( + } Oe à Y 

ci Ç ,‏ ل 

(v) The ba f the Fuqua Common Stock rece 1 
by Mode: stockholders will be the same as 
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the basis of their Modern stock surrendered 
in exchange therefor, as provided in Section 
358(a) of the Code. 

(£f) The holders of more than two-thirds of the issued 
and outstand:ng capital stock of Modern shall have voted in 
favor of, or the holders of all such stock shall have con: 
the transfer of Modern's properties and assets to Fuqua under 


Agreement. 
12. Conditions to the Respective Obligations of 


Fuqua and Modern. The respective obligations of Fuqua 


and Modern are, at the option of Fuqua and Modern, respectively 


vr 
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ty 
r 


subject to the further condition 
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threatened on the Closing Date wherein an unfavorable 
judgment decree or order would prevent or make unlawfu 
the carrying out of this Agreement or would cause the 
transaction contemplated by this Agreement to be rescinde 


or would require Fuqua to divest itself of 


business or assets of Modern; in the event of the receipt 
of any communication from any person or department or e 
of government, prior to tl >] te with regard t: 
transactions contemplated hereby, Fuqua shall be the sole 
judge of whether suc! ication shall be interpret: 
as a threat of s 1 proceeding 
(b) The Closing hereunder shall have occurred on 

or prior tc March 1, 1968. 

13. Covenants of Stockholders. Each of the Stockhol 


covenants and agrecs that (i) at any stockholders meeting 


of Modern which will act upon this Agreement, he will vote 


"E 
E29 
all shares of Modern's stock which he owns in favor of 
adopting this Agreement and will recommend to tie other 


stockholders that they vote their shares of Modern in favor 


of this Agrcement or (ii) he will consent in writing t« 


pY Access to Premises. Between the date hereof a! 


the Closing Date Modern will afford the officers and 
authorized representatives of Fuqua free and full access 
to the premises, properties, books and records of Modern 

l opportunity to make such 


investigati as it shall desire, and the officers of 


Modern will furnish Fuqua with such additional financial 

and operating data and other information as to the bus): 

and properties of 1 s Fuq shall from tir to ti 
nably request. 

15. Expenses; Findc 2-4 ۰ cept as otherwise 
provided herein, Fug and Mod hall each pay its c 
ex} 5) in connecti with thi Agri ent and the trar 
actions contemplated hereby. The brokerage fees of ROy 

I y 3 , 

Hertz will be paid by Fuqu Fuq agre: to indemnify 
Modern against a ] Eu parti: for brokera 
commissions or finders' fee in connection with the tran 
actions contemplated hereby in so far as such claims are 

licged to I ba 1 ١ arrang t or agreement: by 
Fuqua, and Modi: igi s t ind ۱1 ۶۷ Fug against any 
such cla n far as they are alleged to be based « 

y : 
arrang nt or 1 1 by Modern or its stockholders. 
16. Survival of Representations. The covenants, 
s ; 
a 
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representations 


shall survive the Closing hereunder. 


l Miscellanecus. (a) 


ie 


agreement, (i) extend the time for the performance of any 


The parties may, 


and warranties contained in this Agreement 


by written 


of the obligations or other acts of the parties hereto, 


Cc 


ب 


(ii) waive any ina 


in this Agreement or in any document delivered pursuant to 


this Agreement, and (ij waive compliance with or modify 
any of the covenants .ained in this Agreement and wal 
or modify performance of any of the obligations of any oi 
the parties hereto. Any agreement on the part of either 
party for any such extension, modification or waiver sha 
be validly and sufficiontly authorized for the purpose: 
this Agreement if authorized by the President or a Vice 
President of such party, in the case of Modern and Fugu 
and by the Stockholders. 

(b) Modern and the Stockholders agree to make any 
changes in this Plan of Reorganization and Agreement whi 
may be required by th Internal Revenue Service in orde: 
to enable the latter to deliver the ruling described ir 
Section ll(e) hereof. Fuqua agrees to make any such cl 
in this Plan of Reorganization and Agreement which, in 1 
sole judgment, it deems to be reasonable. 

(c) This Agrec t shall be binding upon and inure 
to the benefit of the partie hereto and their respect 
successors and assigns, provided, this Agreement shall r 
be assigned by Fuqua, except to a wholly-owned subsidiary. 


curacies in the representations conta 
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In the event of an assignment by Fuqua of any of its rights 
hereunder to a wholly-owned subsidiary of Fuqua, the ful- 
fillment by such subsidiary of the conditions to Modern': 
obligations hereunder shall satisfy such conditions. 

(d) All noticés, consents, requests, instructions, 
approvals and other communications provided for herein 
shall be validly given, made 01 served, if in writing and 
delivered personally or sent by registered mail, postage 
prepaid, if to Modern, or the Stockholders, addressed tc 


Modern, attention J. R. Ritenour, 619 W. 54th Street, New 


3800 First National Bank Building, Atlanta, Georgia 30303. 


» Ar - 2 e. a vr T ^ c ` f nn * 1 Or 
supersede all prior agreements or understandings betwe 
he r v1 € heretc 1 4- 4 « + + he hiect nat eov her f 
th parti ret reiat 3 DJECT t I 
7 ` A1 ` k ١ y v 
AT shall be governed by the l: of the State of New Yo: 
"hic r 3 Y mas hr ( 1 1 mi] š 1 
(e) This Agreement may be ex ited in multiple 


0 


counterparts, each of which shall constitute an Or 


but all of which takcı together shall constitute one and 
the samo instrument 

IN WITNESS WHEI , the parties hereto have cau ed 
this Agre“ nt to 1 ily executed and their respectiv 
corporal seal t bi ffixcd hereto, all as of the day 


[Corporate 


ATTEST: 


Secretary 


Seal ) 


By 


FUQUA INDUSTRIES, 


J. B. Fuqua 
President 


Nf 
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/ EJ / Z 
Woren Chehservice C Inc 
55 541h STREET, NEW YORK N Y 10019 765-4500 Teletype NY 212 — 640-661 


IBIT B 


MODERN TELESERVICE, INC. 

LEASED REAL PROPERTY 
LAB INC 
VEST S4TH STREET 
(ORK, NEW YOK 
ENTIRE 4TH FLOC AT 619 WEST 54TH STREET 
EXPIRES APRIL 30, 1970 - ANNUAL RENTAL $38,500. 
5 TRUST & SAVINGS 

#31557 
fs HOWARD L. STORCH 
201 EAST OHIO STREET 
CHICAGO, ILL. 
ENTIRE 2ND FLOOR AND PORTION Of ASEMENT 
AT 201 EAST ERIE STREET, CHICAGO, L 
EXPIRES DECEMBER 31, 1970 - ANNUAL RENTAL 24 , ) at 
L 1 NC 
E! l AN ¿N FLA OF tt W:ING=AT 
5 "Ta fA r f arg ۱ وحم مرن‎ me A 

115 ما‎ LA LALE, L A ۲ CALIF. 
EXP] f A FR 30, 1973 5 ANP A RENTAL 18,01 0 A 
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LEASED PERSONAL PROPERTY 


ALLEN BROTHERS, INC. 


ONE (1) COMPANY AUTOMOBILE 
EXPIRES: OCTOBER 26, 1969 ANNUAL RENTAL: 
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Modern X e DICE. Suc 


EST 54th STREET. NEW YORK, N. Y. 10019 765-4500 Teletype NY 212 
IBIT D 


MODERN TELESERVICE, INC. 
EMPLOYEE BENIFITS 


OUP LIFE AND EXTENDED MEDICAL 


MASSACHUSETTS MUTUAL 
POLICY 461-1142 6 


SABILITY 


UNION MUTUAL 
POLICY #12235 


ZURICH INSURANCE COMPANY 
POLICY #1512060 (CHICAGO EMPLOYEES) 
t 


POLICY #01875049 CNEW YORK EMPLOYEES) 

SPITALIZATIO 

BLUE CROSS - BLUE SHIELD 

(EMPLOYEE EXPENSI ) 

EXCEPT CHICAGO UNICN PERSONNEL (112.00 PER MONTH) 
APPROX. COMPANY EXPENSE $59 0 P MONTH 
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7771807 


EST 54th STRECT, NEW YORK, N 10019 765.4500 Teletype NY 


EXHIBIT D 


MODERN TELESERVICE, INC. 
COMPANY INSURANCE 


OFFICERS LIFE ANNUAL CO 


MASSACHUSETTS MUTUAL . 
$ 5,992.00 3م47‎ 7 


5,476.0 
8,210.01 


POLICY #4-075-146 
POLICY #4-030-536 
POLICY #4-045-466 


A , 
2 , ۳ 6 ۷ 4 
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OSI ULE Sac 


765-4500 
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Teletype 


MODERN TEL CF . I 
UNION CONTRACTS 


EW YORK: 


MOTION PICTURE MACHINE OPERATORS 
UNION LOCAL #306 EXPIRES: JANUARY I6, 1968 


1.A.T.S.E. FILM EXCHANGE EMPLOYEES 
UNION LOCAL B-51 EXPIRES: APRIL 30 
11CAGO : 


MOTION PICTURE LABOR 
UNION LOCAI ] 
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As a result of the merger in September 1966 with The 
Polaris Corporation ("Polaris"), Fuqua is obligated to defend 
proceedings which were then pending against Polaris or its 
subsidiaries. These proceedings include an acticn, pending 
March 1966 in àn Indiana circuit court, which was brought by 
former director of Polaris and officer of ccrtain of its sub- 
sidiaries alleying that $685,000 is duc on a note from Pol 
Polaris had previously delivered cash and property in payment 
such obligation. 


Several actions have been commenced against subsidiaries of 
Fuqua in connection with an automobile accident involving 
employec. The total damages sought exceed the coverage offere 
by applicable insurance policies. In addition Fuqua is involv: 
in other litigation which is either incident to the routine 
nature of its business or is not material. 
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RESLARCH DEVELOPMENT MANUFACTURE, INC. 


429 EAST COLLOM STREET e PHILADELPHIA © PENINSYLVANI/ 19144 
CABLE ADDRESS: REDEM ٠ PHILADELPHIA 


> # nz fet € wl let 
ad; Lo. didi ion; 


Z 
KA kaw End ma fo PI. 
1 s ler rod EE Ne j Bre, p 7 


PHONE: GLaostone 95-2700 


Tit 


c 
Dp ec tet 


Var 


` 
A 1 ff 

f — pr‏ ۳ سوم 

J £A e ta ix 4 etta / 


; «Jen und ۰ a aa 


/ ۱ j ) "PT , f ; 9 9... , t 
n 4 ; "I la š , , di ات ی‎ u Z 
J c Á £ eA n l e ; 77 


bc ars 1 


E45 


o 
د‎ 68 


RESEARCH DEVELOPMENT MANUFACTURE INC. 


429 EAST COLLOM STREET e PHILADELPHIA e PENNSYLVANIA 19144 


PHONE: GLaAosTONE 5-9700 


CABLE ADDRESS: REDEM - PH tADELPHIA 
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DE WITT, FEPPER & HOWELL 


June 30, 170/ 


of the estate of Frank H. Arlinghaus, 


Dear Ri sal d» 

You have herctolore given u vour blank st 
power with respect to your shares f Moderi elesery 
Inc. stock represented by certificate Noe 5, which \ 
holding. 

You have authorized t trans re1 LOG 
from the estate's holdings e Ritenour, 
Lipsky and Miriam .ل‎ Pepp‘ ctively, i ( 
agreed to by tii upon the payment t 01 l 
dollars ($3.00) a share at e = 1 of pr 
notes of tho said p rchasers date: July 1, 1967, t 
of seven dollars ($7.00) a share, igpgri ting 7 
payab.e one yea! after date with interest at th 
six perc:nt (6%) per ann with the ivilege in 
of the note prej with int est 1 he date ol 

mt be ( ired rc p t tiveiy cn snares 1 
t Lp ner: 1 he notes, ic n nar to e nel 
rni ind a 1: rity 1 ie respective notes. 
If the oregoii rri et Í ti ( 
9 011 1 K LIT 1 1 
t 1 J the wore "App! ved! CV ( t reol 
i ۰ 1 i e? | 1 t 1 { 1 LLO t ١ 
l O LOI rot I " 
" Cit , 
Dew | ; FERE & HOWEI 
WE ١ e. 
" سک‎ š 
A,'p1 ed? 
K allt lo AALS a . QAI E 


can. 
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De WITT, PEPPER & HOwELL 


ATTORNEYS ANO COUNSELLORS AT LAW 


i20 BROADWAY NEW YORK, N.Y 10005 


IN p Oe WITT ۶ "a 


PEPPER 


ECHOWELL 


wonrrn 4 4 سوویی 4 ن‎ norton oc © rr ict 


1010 VEAMONT AVE «VE 


!3:287 ۲۱۷۵و )202( con‏ ۰ و 


June 30, 1°67 


Mrs. Frank He Arlinghaus, 
Windmill Lane, 
Rumson, New Jersey. 


Dear Rosalie: 


In accordance with our telephone conversations 
there are enclosed authorizations in duplicate to us to 
deliver on your behalf the 4,000 shares of Modern Tele- 


service, Inc. stock of record in your name at a price of 


ten dollars ($10.00) a share, payable at the rate of three 
dollars ($3.00) now to you in cash by our check and the 
balance of seven dollars ($7.00) by promissory notes, as 


more fully set forth in the said authorization. It should 

be possible to treat the sale 5 aforesaid as an installment 

sale for income tax purposes, if only the three dollars ($3.00) 
in cash is received during 1967. you will not receive any 
further dividends on the shares sold by you as aforesaid, but 

will receive interest on the deferred balance of the purchase 
rice as evidenced by the promissory notes. AS you know, Mal” 


E. Ritenour is Rich's wife and Miriam ول‎ Pepper 15 "Y wife. 
There are also enclosed authorizations in duplicate 
to us to deliver on your behalf as executrix of the Estate of 
Frank He Arlinghaus the 9,104 shares of Modern Teleservice, 
Inc. stock of record in your name as executrix at à price of 
ten dollars ($10.00) a share, payable at the rate of three 
dollars ($3.00) now to you as executrix in cash by our check 
and the balance of seven dollars (57.00) by promissory notes, 5 
more fully set forth in the said authorizatione It should be 
possible 9 treat that saic as aforesaid as an installment sale 
for income tax purposes), اخ‎ only the three dollars ($3.00) in 
cash ia ' ceived during 1707. AS executrix you will not receive 
any further dividends on the shares sold by you as aforesaid, 
but will receive interest on the defcrred balance of the purchase 
price as evidenced by the promissory notes, 
Rich will cause the shares sold by you individually and 
as executrix to be made available to you for repurchase by you 
at your option at the same price as you will receive on the sale, 


a 
nainely ten dollars (510.00); if the estate of Frank He Arlinghaus 
docs not receive at least the sum of 5356,160.00 for its remaining 
11,256 shares, as provided in Rich's agreement, and if the estate 
and you exercise any of the options to repurchase on behalf of th 
said estate and for yourself as aforesaid, shares sold by the 
estate and you pursuant to authorizations executed by you simul- 
taneously herewith on behalf of the estate and yourself. 


E54 
Mrs. Frank H. Arlinghaus June 30, 1967 
ade 


If you exercise repurchase rights you will not have 
to refund the interest received by you and you will not obtain 
a refund of the dividends, if any, declared on the shares sold 
during the period prior to the repurchase of such shares. 
Pending the exercise of the repurchase rights, the shares so 
sold will be endorsed in blank by the purchasers and held in 
escrow by us for the purpose of securing the unpaid balance 
on the purchasers! notes and for the purpose of having the 
stock available for the repurchase options, but only as long 
as the repurchase options are effective. If the options should 
not be exercised by you and shall terminate by their own terms, 
the shares so held by us will be released from escrow by us and 
delivered to their respective owners. 


We agree not to make any charge to you in connection 
with any such sales or repurchase as aforesaid, except that 
ve may charge the $10,000.00 amount heretofore received from 
Rich with the letter from Charles A. Scharf, Esq., to Sidney 
Pepper, ESq., dated May 19, 1967, a copy of which has been hereto- 
fore furnished to you, with Now York stock transfer tax stamps 
and any other disbursements in connection with such sales and if 
you call upon Rich to cause tlie stock sold by you as aforesaid co 
be made available to you for repurchase, we may apply any remaining 
balance of the said $10,000.00 to our charges in Connection with 
said matters. 


If you approve of the foregoing, will you please sign 
a copy of this letter below tre word "Approved" and return it to 
us as evidence of our authority to carry out the foregoing trans- 


action. i 
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July 1, 1967 


Mrs. Frank H. Arlinghaus, 
Windmill Lane, 
Rumson, New Jersey. 


Dear Rosalie: 


You have sold 4.000 of your shares in Modern 
releservice, Inc. at ten dollars ($10.00) a share, which 
are now heid by DeWitt, Pepper & Howell, as security for 
the payment of the purchasers' notes and for the purposes 
hereof on the basis of my agreement as hereinafter set 
forth, which I hereby confirm as follows: 


If you as executrix do not receive in cash or 
securities of a company listed on the New York Stock Exchang 
and acceptable to you, at least the sum of $356,160.00 for 
the remaining 11,256 shares of Modern Teleservice, Inc. stock 
owned by the Estate of Frank H. Arlinghaus and in che case ol 
each of your three custodian accounts for your three children 
$56,000 for the 2,800 shares of Modern Teleservice, Inc. held 
by you as custodian for your respective children prior to July 
1, 1968, I will cause the 4,000 shares presently sold by you 
to be made available to you for repurchase by you after July 
1968 and prior to August 1, 1968 on five days notice 
the ten dollars ($10.60) a share sales price. 


fo 
m 


Ver" sincerely, 


| [| ۸ 
/ 


J. Richmond Ritenour 


Mrs. Frank H. 
Windmill Lane, 
Rumson, New Jersey. 


Dear Rosalie: 


You ha.e 
Teleservice, Inc. at 
are now held by DeWit 
the payment of the pu 
hereof on the basis o 
forth, which I hereby 


If you as ex 
securities of a compa 
and acceptable to yí 
the remaining 11,256 
owned by the Estate 


each cf your three cu: 


5 
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Arlinghaus, 


your shares in Modern 
ten dollars ($10.00) a share, which 
t, Pepper & Howell, as security for 
rchasers' notes and for the purpos 
f my agreement as hereinafter set 
confirm as follows: 


ecutrix do not receive 
ny listed on the New York Stock Exchange 
the sum ox $326,169.00 1 


shares of Modern Telese.vice Inc. stock 
í Frank H. Arlinghaus und ir ‘he case of 
stodian accounts for your tr. ve children 
shares of Mo2ern Teleservice, Inc. held 
or your resrective children prior to J ] 
the 4,000 shares presen! sold by you 
to y« repurchase by you aiter Jul 


five 
sales price. 


days notice 


Very sincerely, 
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EXHIBIT 
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July 1, 1967 


Mrs. Frank He Arlinghaus, cxecutrix 

of the estate of Frank H. Arlinghaus, 
Windmill Lane, 
Rumson, New Jersey. 


Dear Rosalie: 


You have sold 9,104 of your shares in Modern 
Teleservice, Inc. at ten doilars ($10.00) a share, which 
are now held by Dewitt, Pepper & Howell, as security for 
the payment of the purchasers' notes and for the purposes 
hereof on the basis of my agreement as hereinafter set 
forth, which I hereby confirm.as follows: 


If you do not recrive at least the sum of $356,160.00 
in cash or securities of a company acceptable to you listed 
on the New York Stock Exchange for the estate's remaining 
11,256 shares ۶ Modern Teleservice, Inc. stock prior tc 
July 1, 1968, I will cause the 9,104 shares presently sold 
by you to be made available to you for repurchase by you 
after July 1, 1968 and prior to August 1, 1968 cn five days 
notice to me, at the ten dollars (§10.00) a share sales price. 


Very sincerely, 


k. ME m 


v ta / 
je Richmond Ritenour 
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1967 


November 17, 


Mr, ول‎ R. Ritenour, 

143 Overlook Drive, 

Greenwich, Connecticut 06330. 
DeWitt, Pepper & E 2:۲ Esqs., 
120 Broadway, 

New York, New York 100 


Gentlemen: 


On July 1, 1967 Mr. Ritenour agreed to make 
certain shares of Modern Teleservice, Inc. available 
to the undersigned respectively for repurchase under 
certain circumstances and DeWitt, Pepper & Howell, Esqs. 
agreed to hold such shares in escrow for the purpose of 
having the shares available for such repurchase 


We do hereby release each of you from the fo. 6 
obligations but we do not release DeWitt, Pepper & Howell, 
Esqs. from the obligation to hold such Modern Teleservice, 
Inc. shares as security to the extent heretofore agreed by 
DeWitt, Pepper & Howell, Esqs. with us, respectively. 


Very truly yours, 


\ [ 
5 d á VA a LEA ۴ , 1 i 
Rosalie M. Arlinghaus, individual] 
and as Executrix of the estati f 
Frank H, Arlinghaus 


1 x A 5 / = 
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Anna Maric Schlereth 


Y, 
AE zs nego Elsie W. Cox 


PLAINTE T "POT 
Å Harry W. Bogaards, Jr. 
EXHIBIT i Peat 1 
U. S. DIST. COURT E N a BERE STINE SCR 
Howard H. Eberle, Trustee U/A dat« 
S. D. OF N. Y. > , 
May 18. 1965 
⁄ Howard H, Eberle, Jr., Trustee U/ 


dated May 18, 1965 
— je. SE 
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EXHIBIT 13 


E66 OFFICE COPY 
DE WITT, PEPPER & HOWELL 
es Illegible) (Names Illegible) 
(Address Illegible) 


April 5, 1968 
(Notation Illegible) 


Mrs. Frank H. Arlinghaus, Executrix 
of the Estate of Frank H. Arlinghaus, 

Windmill Lane, 

Rumson, New Jersey. 


Dear Rosalie: 


We are holding 9,104 shares of Modern Teleservice, 
Inc. as collateral for promissory notes executed by J. 
Richmond Ritencur, John J. Lipsky and Miriam J. Pepper 
respectively, in your favor. 


On the consummation of an exchange for those shares 
for shares of Sonderling Broadcasting Corporation, we will 
be holding approximately 18,208 shares of Sonderling Broad- 
casting Corporation stock as security for those notes aggre- 
gating $63,728.00. 


Will it be acceptable to you to consent to the 
release of all shares in excess of 4,000 shares prorata? 
Such 4,000 shares will continue to be held as security 
for the respective notes until they are paid in full. 


Your consent as aforesaid will make it possible 
for the holders to liquidate some of their shares and there- 
by to pay your notes. 


Are you willing to grant the makers of the notes 
an extension of two years to pay the notes, so that they 
do not have to liquidate their holdings at a time which may 
not be advantageous? 


If you agree to the foregoing, will you please sign 
the enclosed copy of this letter below the words "Agreed to" 
as evidence thereof. 


Very sincerely, 


DeWITT, PEPFER & HOWELL 


By Sidney Pepper 


SP ¿cm Agreed to: 
enclosure 


(Date Illegible) 
(Signature Illegible) 
ne. "r : Hasc 


< p . 
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EXHIBIT 14 


|, CHASE MANH;/ (TAN BANK, N.A. 


May 9, 1975 


Mrs. Rosalie M. Arlingbaus 
Windmill Iane 

Runson, New Jersey 07760 
Dear Mrs. Arlinchaus t 


Estate of Frank M. Arlinrhaus 


As requested, the attached sales schedule shows the 


ee Pi id t 


transactions o” Jonderling Broadcasting Corporation in the Estate, 


Bho 4 you have amy questions, please do not hesitate to 


| 
Sincerely, 


Enc. 
8 47927 


۳ "dl 


co: Preban Jensen, Esq. ` 
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ESTATE OF FRANK M. ARLINGHAUS 
SALES SCHEDULE OF SONDERLING EROADCASTING CORPORATION 
5 (Received 6/12/68 - 22,971 shares) 
Shares 
Date Sold Price Proceed 
8/1/68 200 shs. 35 3/4 
100 " 36 
2 36 1/4 / 
Mo > 35 3/ 
8/2 200 ۲ 37 8 
8/5 266 * 37 1/4 7, 
8/6 Mo " 37 1/2 ( 
8/19 200 * 37 1/2 , 
200 " 37 1/4 / 
3,?3 200 ' 37 1/4 ; 
a /29 2c 3 
| 109 37 
8/30 1,400 " 6 
9/5 00 ES 37 
9/6 100 " 7 
eoo ' 37 / 
0 )/9 600 " 37 1/2 
200 "x 3 5 4 


' 0/10 200 " 38 1/h 
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, 
ede 
SALES SCHEDULE OF SONDERI TNG BROADCASTING C^RPORATION 
Shares 
Date Sold Price 


9/19/68 200 she. 36 
9/20 300 x 36 1/: 

o " 36 1/2 
9/26 MA 9 36 1/2 


4/29/69 hoo " 37 3/h 


7/14/70 6 


ال زر 
> ` 
Co‏ 


7/15 200 " 12 7/8 


6,200 13 

100 ^ 12 3/4 

300 12 7/8 

hoo ' 12 / 

200 12 3/1 
300 ' 13 

5/12/71 50 jl 3/4 
200 32 

25 ^ 31 7/8 

5/1 100 31 1/8 
50 31 

5/19 100 ^" 30 1/4 


5/21 600 " 29 3/1 


+ 


con 


Proceeds 


7,115.85 


10,823.03 
7,165.59 
3,607.67 


e ‚516.5 
105,529.36 
1,251.47 
3,791.53 
5,005.89 
/ ,502 .94 
3 3097411 


1,567.53 
6,316.12 


6--7.'T9 


3,088.87 
1,530.22 


2,985.80 
14,914.00 


17,616.36 
8,893.32 
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AGREEMENT made as of this 15th day of October, 1956, 
between MODERN TELESERVICE, INC., a New York corporation, with 
an office at 219 East 44th Street, New York 7, New York, 
hereinafter referred to as "Modern", and each of the undersigned 
holders of voting trust certificates for capital stock of Modern, 


hereinafter referred to collectively as the "Certificate Holders", 


WITNESSETH 

WHEREAS, the Certificate Holders are the holders of 
vcting trust certificates for shares of the capital stock of 
Modern issued under a voting trust agreement dated October 15, 
1956, and 

WHEREAS, the authorized capital of Modern is now 5,000 
shares of capital stock without par value, and 

WHFREAS, the parties desire to provide that no holder of 
capital stock of Modern or of voting trust certificates therefor 
shall sell, transfer or otherwise dispose of any shares of such 
stock to any party other than the other holders of capital stock 
of Modern or Modern, without first offering to sell such shares to 
5 other holders of the capital stock of Modern anc Modern upon 
the terms and at a price determined as hereinafter provided, and 

WHEREAS, the parties desire to provide that in the 
event of the death or termination of the employment by Modern of 
the holder of any shares of capital stock of Modern, the other 
holders of capital stock of Modern and Modern are given an option 
to buy from the estate of such holder all shares of the capital 
Stock of Modern owned by such estate or from such holder all of 
his capital stock of Modern upon the terrs and at the price here- 


inafter provided for, 
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NOW, THEREFORE, in consideration of the premises and 
of other good and sufficient consideration, the Certificate 
Ho-ders, each for himself and not for the others or any or the 
others, agree with each other and with Modern and Modern agrees 
with the Certificate Holders and with each of them, as follows: 

1, From and after the date here * the shares of capital 
stock of Modern and the voting trust certificates issued therefor, 
hereafter referred to sometimes as "Stock", shall be deemed issued 


and held by each and every holder of such shares or voting trust 


certificates, upon and subject to the following terms and .onditions: 


(a) No holder of shares of Stock shall sell, 
tre sfer or in any other way dispose of any shares of 
Stock which may now or hereafter be held or owned by 
such holder to ar one other than Modern, without first 
offering to sell such shares of Stock to the other holders 
of shares of Stock or to Modern in accordance with the 
provisions hereof, at a price determined as hereinafter 
provided, and until such holder shall have first complied 
with the provisions of this subparagraph and of subyara- 
graph (b). If a holder of shares of Stock shall desire to 
sell, transfer or in any way dispose of any shares of 
Stock now or hereafter held or owned by such holder other 
than to Modern such holder shall offer such shares of Stock 
for sale to the other holders at that time of shares of 
Stock, hereinafter called the "Continuing Stockholders", 
and Modern, as hereinafter provided, and the Continuing 


Stockholders are hereby given the first option to purchase 


such shares of Stock, in the ۳:10 of the number of shares 
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of Stock then held by each of them to the whole number 

of shares of Stock then issued and outstanding (excluding 
shares of Stock or voting trust certificates for shares 
of Stock owned by Modern), and in the event of any 
Continuing Stockholder failing to exercise, as herein 
provided, such option as to all or ary part of such pro 
rata portion of the shares of Stock offered, the shares 
of Stock not so purchased shall be deemed successively 
offered to the remaining Continuing Stockholders in like 
ratio as long as a Continuing Stockholder desires, during 
the period of the first option, to purchase any of such 
shares of offered Stock; and Modern is hereby given the 
second option to purchase all or part of the shares of 
Stock offered, which the Continuing Stockholders fail 

to purchase under the option hereby given to them, and 
each such option to purchase shall be at the purchase 
price determined as hereinafter provided less thirty- 
three and one-third (331/3) per cent thereof or at the 
price per share at which such holder of shares of Stock 
is willing to sell any shares of Stock, as set forth in 
his offer, whichever is lower; and the first option shall ; 
be good for twenty (20) days from the date of the offer 
in the case of the first offer of such shares of Stock 

to the Continuing Stockholders and for ten (10) days 
thereafter in the case of the second offer to the re- 
maining Continuing Stockholders, and the second option 

to Modern shall be good for the thirty (30) day period 


immediately succeeding the expiration date of the total 


thirty (30) day period of the option to the Continuing 
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Stockholders. Upon the exercise of either of the option 
rights hereby granted to the Continuing Stockholders and 
Modern, at least forty (40) per cent (or the lower per- 
centage, if any, which the holder is willing to accept, 

as provided in his said offer) of the purchase price of 
the shares of Stock wit” "espect to which such option 

is exercised, shall „e ible in cash and the balance 

of such purchase price shell be payable in not more than 
six (6) equal monthly installments as elected by the 
respective purchasers with interest thereon at the rate 

of five (5) per cent per annum, which installments shall 
be idenced by the execution and delivery to the seller 
of the negotiable promissory notes of the respective pur- 
chasers therefor. Nothing contained in this subparagraph 
shall be deemed to require Modern or the voting trustee 

to issue fractional shares, and in the event thet the pro 
rata number of shares which any Continuing Stockholder is 
entitled to purchase hereunder includes a fractional part 
of a share, the President of Modern for the time being or 
the voting trustee may determine the nearest number of 
whole shares which such Continuing Stockhalder is entitled 
to purchase. Nothing contained in this paragraph 1 shall 
be construed to prevent any holder of shares of Stock from 
transferring such shares to voting trustees under a voting 
trust agreement relating to Stock, or to prevent any new 
subscriber to Stock from causing such Stock to be issued 


directly to such voting trustees, and receiving voting 


trust certificates coverıng the shares SO transferred to or 


E76 5. 


issued to such voting trustees, and, if shares of Stock 
shall hereafter be transferred to or issued to such 

voting trustees, the voting trust certificates issued 
therefor shall be held by each and every owner thereof 
subject to the terms and conditions as provided in this 
paragraph 1 for shares of Stock. Any shares not pur- 
chased by the Continuing Stockholders and Modern pur- 

suant to the option rights, as herein provided, may then 
be sold, transferred and disposed of within the thirty (30) 
day period immediately succeeding the tnirty (30) day period 
of the second option to Modern, but only to the proposed 
transferee named in the said offer and pursuant to the 
said offer. If not so sold, transferred, or disposed of 
as aforesaid pursuant to the said offer, such shares of 
Stock shall not be sold, transferred, or disposed of 
except upon further compliance with the applicable pro- 
visions of paragraph 1 hereof. 

(b) Every offer for the sale of shares of Stock to 
the Continuing Stockholders and Modern must be in writing, 
disclose the name and address of each proposed transferee of 
any of such shares of Stock, state the nature of the pro- 
posed transfer as a gift or otherwise, and, if the proposed 
transfer is a sale, the purchase price and all other 
items and conditions with respect to such sale, and be 
accompanied by the deposit of the certificates for such 
shares of Stock properly endorsed for transfer and by such 
instruments as Modern or the voting trustee may reasonably 
deem necessary for such transfer and by the necessary stock 


transfer tax stamps, in order to start the time of the 


9 
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Continuing Stockholders and Modern running under the 
options granted under subparagraph (a) and the offer 

and deposit as aforesaid must be made to Modern at 

the principal office of Modern in the Borough of 
Manhattan, City and State of Nw York. As promptly as 
possible upon the receipt by it of any such offer, 
Modern shall transmit to the Continuing Stockholder: 
(including the holders c sting trust certificates or 
other certificates covering shares of Stock of Modern) 

a copy of the written offer received by ıt and a written 
statement of the date when such offer for sale was re- 
ceived by it,.in person or by United States registered 
mail addressed to the Continuing Stockholders at their 
respective addresses as shown upon the books of Modern 
or of the voting trustee or other trustees. The options 
hereunder shall be exercised by the personal delivery of 
written notice - £ the election to exercise the same signed 
by the exerciser cf the option or by mailing such notice 
by United States registered mail prior to the expiration 
of such option, to the recor holder of the shares of 
Stock covered thereby and to Modern. If given by mail, 
such notice shall be addressed to such record holder at 
his address as shown upon the books of Modern or in the 
case of a voting trust certificate or certificates or 
other certificates of interest coverinq shares of Stock, 
then at the address of the record holder thereof as shown 


upon the books of the voting trustee or other trustees. 


Such notice shall state in substance that a Continuing 
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Stockholder or Modern, as the case may be, has elected to 
exercise his or its option and that payment for the sharı 
of Stock to be thus purchased will be made upon the 
delivery thereof to the purchaser at the principal office 
of Modern in the Borough of Manhattan, City and State of 
Hew York, of the certificates therefor properly endorsed 
for transfer and accompanied by such instruments as Modern 
or the voting trustee or other trustees may reasonably deem 
necessary therefor and the necessary stock transfer tax 
stamps. Each Continuing Stockholder who shall exercise 
a ption granted under paragraph 1 hereof shall prior to 
the expiration of such option deposit with Modern at .ts 
said principal office the sum of money and the notes re- 
quired for the payment of the purchase price of the shares 
of the Stock with respect to which he has exercised such 
opt. n. If a Continuing Stockholder shall fail to make 
the deposit with Modern as herein provided, such failure 
shall be seemed to be a failure to exercise his optior. 

(c) If a holder of any shares of Stock shall die, 
the estate of such holder may, ‘ithout first offering 
such sharc ` Stock to the Continuing Stockholders and 
Moccrn, transfer all or any part of the shares of Stock 
owned by such estate to the holder's spouse, parents or 
descendants, if of full age and legally competent, or to 
a trustee or trustees of a trust under 1 last will and 
testament of such deceased holder, all the income from 
which is payable to or for the benefit of the deceased 
holder's spouse, parents or descendants. A transfer of 
the shares of Stock by such a trustee or trustees shall 


oaly be made pursuant to the provisions of this agreement, 
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except that such trustee or trustees, without first offer- 


to the Continuing Stockholders 


ing such shares of Stock 


and Modern, may transfer all or any part of the shares of 


Stock held by such trustee or trustees to the testator's 


spouse, parents or descendants, i' of full age and legally 


competent, provided that any further transfer shall only 


be made pursuant to the provisions of this agreement. 
(d) If a holder of any shares of Stock shall die 

and his estace shall not transfer all of the shares of 

Stock owned by such estate, as provided in subparagraph 


(c) hereof within (1) one year of the qualification of 


the executors or administrators of such estate or (2) 


the period a capital asset must be held to constitute 


any gain thereon, a long term capital gain under +h United 


States Internal Revenue Code as then in effect plus two 


months, whichever is later in time, Modern may notify the 


Continuing Stockholders thereof within sixty (60) days 


thereafter and the Continuing Stockholders and Modern are 


hereby given options to purchase from the estate of such 


holder all or part of the shares of Stock then owned by 


such estate at the purchase price determined as hereinafter 
provided ıpon the terms and conditions as to the extent 
and »ricviiy of option and terms of payment as provided in 


subparagravh (a) hereof, except that the period within 
which the Continuing Stockholders may exercise their 
option snall be the thirty (30) day period follewing the 
civing of written notice by Modern to the Continuing 


Stockholders and to the executors or administrators of such 


estate of the aforesaid option in person or by registered 
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mail as provided in subparagraph (b) hereof, and the 
period within which Modern may exercise its option shall 
be the thirty (30) day period immediately succeeding the 
expiration date of the thirty (30) day period within 
which the Continuing Stockholders may exercise their 
option. In the case of the said executors or administra- 
tors, notice mailed as aforesaid to ‘heir last known 
address shall be sufficient. The -ions may be exercised 
in the manner provided for in subparagraph (b) herecf. 

If exercised, the executors or administrators of such 
estate, shall, upon request made personally or by mail 

as hereinbefore provided in this subparagraph deposit 

the certificate or certificates for such shares of Stock 
with Modern, as provided in subparagraph (b) hereof. 

(e) If any holder of any shares of Stock shall cease 
to be an employee of Modern or Modern Talking Picture 
Service, Inc, a Delaware corporation, for any cause other 
than deach, and within five (5) years thereafter is 
employed Ly or associated with any competitor of eicher 
of said corporations in any capacity which is not approved 
in writing by the Presidents of both of said corporations, 
pursuant to which he may derive some financial benefit, 
the Continuing Stockholders and Modern are hereby given 
options to purchase all or part of the shares of Stock 
held by such holder, at the purchase price determined as 
hereinafter provided, less thirty-three and one-third 
(33-1/3) per cent thereof, and upon the terms and condi- 
tions as to extent and priority of option and terms of 


payment as provided in subparagraph (a) hereof, except 


+ 
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that the period within which the Continuing Stockholders 
may exercise such option shall commence with the time of 
such employment or association, as aforesaid, and shall 
terminate thirty (30) days after the delivery of written 
notice by the said holder to Modern of the fact of his 
employment and association, as aforesaid, the name and 
address of such competitor and the financial benefits 
which he may derive, and the period within which Modern 
may exercise its op.ı,n to purchase all or part of the 
shares of Stock offered which the Continuing Stockholders 
fail to purchase under the option given to them shall be 
the thirty (30) day period immediately succeeding the 
expiration date of the period within which the Continuing 
Stockholders may exercise their option. Modern shall, as 
provided in subparagraph (b) hereof, give promptly to 
each Continuing Stockholder written notice that su 
holder has ceased to be such an employee and copies of 
any writings that its President may o! tain showing that 
such holder is employed by or associated with any competi- 
tor in any capacity pursuant to which he may derive some 
financial benefit and a copy of any written notice re- 
ceived by Modern from such holder. The written notice 
from the holder to Modern provided for in this subparagraph 
shall not be deemed delivered to Modern until received by 
the President of Modern. The options may be exercised in 
the manner provided for in subparagraph (b) hereof. 

(f) The estate of a deceased holder who was a holder 


€ 


of shares of Stock as of the date of this agreement and 


the deceased holder's spouse, parents, descendants and 


il. 
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trustees to whom shares of Stock were transferred by such 
estate as permitted in subparagraph (c) hereof, may elect 
to request Modern by written notice to it to purchase all 
or any part of such shares of Stock owned by the estate 

or transferred to them pursuant to subparagraph (c) hereof 
at .he purchase price determined as hereinafter provided 
and upon terms of payments as hereinafter provided in this 
subparagraph. The estate, subject to subparagraph (d) 
hereof may continue to hola all or any part of such shares 
of Stock in the name of the estate with the right at any 
time without offering them to the Continuing Stockholders 
and Modern to transfer them to the legatees or distributees 
(but not their assignees) of the estate provided that any 
further transfer of the shares of Stock shall only be made 
pursuant to the provisions of this agreement. If any of 
the aforesaid shall elect as herein provided to request ۰ 
Modern to purchase shares of Stock, such holde: shall 
deposit the shares of Stock, documents and stock transfer 
stamps with Modern as provided in subparagraph (b) hereof. 
Modern shall then, to the extent it can properly do so, 
under the laws of the State of New York, purchase for 

cash at the said purchase price the shares of Stock so 
deposited. If Modern cannot purchase all the shares of 
Stock it may be requested to purchase as herein provided, 
then Modern shall purchase as many shares as it can 
properly purchase pro rata from all such holders requesting 
purchase by Modern. At Modern's sole election Modern may 


qive its promissory note or notes for not more than sixty 


(60) per cent of the purchase price, payable in twenty-four 


12. 
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(24) equal monthly installments with interest at the 
rate of five (5) per cent per annum with the right in 
Modern to prepay such note or notes in full or in part 
at any time. 

(g) The purchase price hereunder of a share of 
Stock and of a voting trust certificate issued therefor, 
shall be the amount a share set forth in the written 
agreement bearing the latest date signed by all the 
holders of shares of Stock and Modern, increased or 
decreased by a sum determined by certified public 
accountants employed by Moderr by dividing the net 
total of the additions and deductions made in the 
regular course of the business of Modern after the date 
of the last such agreement on the books of Modern to 
and from the surplus of Modern as stated on the books 
cf Modern as of the date set forth in such agreement by 
the number of shares of Stock issued and outstanding at 
the time of the exercise of the option (excluding shares 
of Stock or voting trust certificates owned by Modern) 
less any percentage thereof as provided in any applicable 
subparagraph. Meetings of th- holaers of shares of 
Stock shall be called at least annually to consider the 
revision of such agreement. A new purchase price fixed 
in any such revised agreement shall be effective hereunder 
until a further revision is made as provided herein. 

(h) If an option shall be exercised by the 
Continuing Stockholders or by Modern, Modern shall do 


whatever is necessary to conclude the sale of the Stock 


for which an option is exercised, by delivering the shares 
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of Stock to the purchaser and by delivering to the 
seller the cash and notes deposited with Modern. If 
the option is not exercised as to all or any part of 
the shares of Stock deposited with it, Modern shall 
return such shares of Stock upon the expiration of the 
option period to the holder so depositing them. 

(i) If Modern shall purchase any of the shares 
of Stock pursuant to the provisions of this agreement, 
the directors of Modern may authorize the purchase of all 
or any part of the said shares of Stock in the name 
and for the account of the employees of Modern and its 
affiliated corporations, if any, in the ratio of the 
number of shares of Stock then held by them to the total 
number of shares of Stock then issued and outstandina 1 
(excluding shares of Stock and voting trust certificates 
owned by Modern) upon such terms as the Board of Directors 
of Modern may from time to time approve, or at its option, 
if it has funds available for the purpose, Modern may 
purchase the shares of Stock for its own account and 
deposit them in its treasury, and may at its option resell 
from time to time any or all of such shares of Stock 
purchased for its own account to the employees of Modern 
and its affiliated corporations, if any, in the ratio of 
the number of shares of Stock then held by them to the 


total number of shares of Stock then issued and out- 


standing (excluding shares of Stock and voting trust 
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certificates owned by Modern), at such price or prices 
and upon such terms of payment as the Board of Directors 
of Modern may from time. to time approve, or at the option 
of the Board of Directors, any or all such shares of 
Stock may be retired or cancelled in any manner provided 
by law. 

(j) No holder of shares of Stock shall hypothecate 
or pledge any shares of Stock except under an agreement 
of hypothecation or pledge with the pledge containing 
the following provisions in the following sequence: 

"In the event of the death of the pledgor, 
r.if he proposes to sell, transfer, Or in any 

way dispose of any shares of Modern Teleservice, 

Inc. stock or any voting trust certificates 

issued therefor, or if a pledgor is employed 
by or associatec with any competitor of Modern 
Teleservice, Inc. in any capacity pursuant to 
which he may derive some financiai benefit, the 


other holders of shares of Modern Teleservice, 
Inc. stock or any Voting trust certificates 


issued therefor and the said corporation S shall 
have the same right to purchase any Or all of 
the pledged shares of stock or voting trust cer- 


tificates as they or it would have had if the 
shares of stock or voting trust certificates had 

rot been pledaed and to make payment therefor 

to the pledgee or any party presenting the 
shares of stock or voting trust certificates 

properly endorsed for transfer. he provisions 

of the agreement of October 15, 1956, relating 

to the rights of the holders of shares of Modern 

Teleservice, Inc. stcck and of any voting trust 

certificates issued therefor and of the said 
corporation to purchase such shares of stock 

or voting trust ce ertificates and the price to 

be paid therefor and the terms of payment thereof, 

are on file in the principal office of the cor- 

poration in the Borough of Manhattan, City and 

State of New York, and the pledgee has notice 


thereof. 

'In the event that the pledgor shall be in 
default under the pledge, the ther holders of 
shares of Modern Teleservice, Inc. stock and any 
voting trust certificates issued therefor and 
said corporation shall have option", respectively, 


upon the terms and conditions as to priority of 


15. 
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option and time of exercise of option as set forth in 
paragraph 1 of the said agreement, commencing after 
the expiration of fifteen (15) days from the time 
written notice of such default is served upon said 
corporation by the pledgee, to take over the shares 
of stock or any voting trust certificates pledged 

and the debt to secure which the shares of stock or 
ary voting trust certificates have been pledged, or 
in the case of euch other holders, the pro rata 
portion of such shares of stock or any voting trust 
certificates and debt determined in accordance with 
the provisions of said paragraph 1 upon payment to the 
pledgee of the amount then owing on said debt, and no 
sale shall be made by the pledgee under said pledge 
until such optiors have expired; provided, however, 
that the amount payable to the pledgee upon the 
exercise of either of the options hereby granted 
shall aot exceed the purchase price at which such 
shares of stock >r voting trust certificates could be 
purchased'if offered for sale by the pledgor under 
the provisions of said paragraph 1. 


"No other provisions in the hypotkecation or 
pledge shall in any way affect the rights given in 


the preceding paragraphs, and by accepting the pledge 
the pledgee agrees to carry out and be bound by the 
provisions of the two preceding paragraphs and of the 
said agreement." 
If any party entitled to exercise any such option to take over 
any shares of Stock which shall have been pledged or hypothecated 
and the debt to secure which such shares of Stock have been pledge: 
tall have exercised such option, such party, at any time ifter the 
expiration of sixty (60) days after written notice mailed to the 
holder of record of the pledged shares of Stock at his address a: 
shown on the books of the corporation or the bocks of the voting or 
sther trustees, may purchase said shares of Stock by paying or 
tendering to the pledgor the di "ference, if any, between the amount 
paid in taking over said shares of Stock and the price which such 
party would be required to pay to purchase said shares of Stock in 
£ 


the case of a sale by the said pledgor under the provisions of sub- 


paragraph (a) of paragraph 1 hereof; provided, however, that at any 
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time prior to such urchase cf said shares of Stock the said pledgor 


may redeem said shares of Stcck by paying the amount paid to the 


pledgee in taking over said shares of Stock, together with interest 
thereon at the rate of five (5%) per cent per annum from the time 
of taking over said shares of Stock to the time of payment. If ar 
party shall have exercised his or its option to take over shares 


of Stock, which shall have been pledged or hypothecated and the debt 


to secure which the shares of Stock have n pledged, such part: 
shall, in. on to any rights herein granted, be subrogated 


all the rights of the pledgee of said shares of Stock. 


rh 
+ 

2 
> 
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(k) All shares of Stock and all voting trust certı 
row or hereafter issued and delivered to stockholders or 
voting trust certificates shall have written, stamped or printed 


upon the face thereof the following statement: 


"This certificate is transferable only in 


accordance with the terms of an agreement dated 
£ 


October 15, 1956, between Modern Teleservice, nc. 
and all its stockholders and all the holders O 
voting trust certificates for its stock, now on 
file with Modern Teleservice, Inc. at its prin- 
cipal office in the Borough of Manhattan, City 
and State of New York, and upon proof of com- 
pliance therewith." 
No transfer of shares of Stock shall be recorded upon the books of 


Modern or any trustee unless effected in accordance with the pr: 
visions of this agreement. Each holder of shares of Stock shali 
charged with notice of the provisions of 


by receiving shares of Stock be deemed to assent to and shall bi 


bound by all the provisions of this agreement. 


rh 


, for any reason whatsoever, any party to whom a sale 


transfer has been made in breach of any of the provisions ) f 


agreement, shall claim or establish ownership of or interest in 


shares of Stock, such shares 


redemption or purch at 


an 


the hands of such party or a 


remote, upon the same ter 


(a) of paragraph 


Modern and the voting t 
withhold Any dividends or re 


with respect to any shares o 
provisions of this agreement 
any default in notifying Mod 
his Stock in order to give t 
to exercise his or its optio 
delivery of the shares of St 
any option to purchase has b 
The term "employee", as 
to include salaried officers 
in this agreement, shall be 
whose outstanding 5 
E ertificate Holders. 
means the outstanding class 
liquidation of a company, to 
remaining after the payment 


shall thereupon become subject to 
y and all times thereafter, whether 
ny subsequent transferee, immediat: 
and conditions as set forth in sub 
this agreement. 
rustee may, separately or concurrent 


fuse to permit the exercise of any r 
f Stock transferred in v lation of 
‚ or in regard to which there has 
ern the holder's desire to trar 
he party entitled thereto an 
n to purchase, r any default in t 
ock after notice of elect.on to ( ۱ 
een ۲ ۰ 
used in thi agreement, shall € 
X "affiliate company", 
deemed to mean any company, a ma ; 
of equity stock shall be owned b 
The term "equity stock", as herei! 
or classes of shares entitled, u 
the final distribution of all ass > 
and discharge of all obligations a 


0 


18. 


E89 


2. Each Certificate Holder hereby approves and ratií 
the making of this agreement on behalf of Modern and authoriz 
directs (1) the directors and officers of Modern to do any and 
acts necessary or advisable to carry out the provisions of thi 
agreement to be performed by Modern to the extent that Modern 
lawfully do so, and (2) the trustee under the aforesaid votir tr 
agreement to give hi consent as stockholder < Modern (a) to a 
action of Modern or its directors or officers in the purcha 
shzres of Stock or voting trust certificates pursuant to the 
visions hereof, and (b) if in the opinion of counsel for Moderi 
action should be necessary, to the retirement or cancellatior 
shares of Stock acquired pursuant to the vrovisiors hereof 
the reduction of the capital of Modern in order that Modern à 
sufficient surplus for the purchase of hare of Stock or 
trust certificates. 

j. f Modern all acquire any voting trust certi 
hereunder, Modern may, for the retirement or cancellation 1 
shares of Stock represented by ich voting trust certificate 
froin the voting trustee the shares of Stock represented by 
voting trust certificates, whereupon the voting trust agreem 
be deemed ai 1 so as not to be applicable to such shares 

4. Each present or future holder of shares of St : 

e and deliver any and all additional written consent 1 
authorizations nece iry or advisable in the opinion of Modern' 
counsel in connection with any purchase r retirement f à 
Stock or voting trust certificates as foresaid, to enable M 
purchase share f or vot [ trust certificates as heri 


provided. 


je To the ent that t provision: conflict 
with those of tne said votin trust igreement, this agreement n 
be deemed an amendment of th 11d voting tr t agreement 

6. The restrictions n the sale, transfer or othe 
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ilsposition oi shares of Stock and the options orovided ror 1 1 
ry} 1 ^ ~ 3 ^ k ™ > v ms ^] 14 1 1 vo Y Y 

graph i nereor shall terminate October 14, 1 6, except that tht: 


to purchase shares of Sto shall continue in effect for th: 
full period of three (3) y 2 from the date of the deat fa 
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AGREEMENT made as of this lst day of May, 1962, 
between MODERN TELESERVICE, INC., a New York corporation, with 
an office at 219 East 44th Street, New York 7, New York, herein- 
after referred to as "Modern", and each of the undersigned holders 
of voting trust certificates for capital stock of Modern, h^rein- 


after referred to collectively as the "Certificate Holders", 


Ix 


it 


Iz 


ESSE 


IH 
|a 


WHEREAS, the Certificate Holders are the holders of 
voting trust certificates for shares of the capital stock of 
Modern issued under a voting trust agreement dated October 15, 
1956; and 

WHEREAS, the authorized capital of Modern is now 5,000 
shares of capital stock without par value; and 

WHEREAS, the outstanding capital stock consists of 
2,940 shares; and 

WHEREAS, Modern and the Certificate Holders have enter 
into an agreement dated October 45, 1956 providing for restricti 
on and options with respect to the sale, transfer or other dispo 
tion of shares of the stock of Modern and voting trust certifica! 
issued therefor; and 

WHEREAS, employees of Modern have requested that votin 
trust certificates for shares of Modern be made available to thei 
as holders thereof share in its growth; and 

WHEREAS, it is the view of the parties that employee: 
of Modern „ho are making and can continue to make substantial 


contributions to the growth of Modern should be permitted to 


purchase voting trust certificates for stock of Moderr and 
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WHEREAS, before they can do so the aforesaid agreement 


Of October 15, 1956 must be amended to permit such purchase and in 


Other respects as hereinafter provided, 


NOW, THEREFORE, in consideration of the premises and of 


other good and sufficient consideration, the Certificate Holders, 


each for himself and not for the others or any of the others, agree 


with each other and with Modern and Modern agrees with the 


Certificate Holders and with each of them, as follows: 


4 


l. The purchase price in Paragraphs l(a) and 1(e) 


shall be reduced by only ten per cent (10$) instead of thirty-three 


and one-third per cent (33 1/3$) as now provided. The Option to 


c 


Modern shall only be for all of the shares of Stock offered, which 


the Continuing Stockholders fail to purchase under the option given 


to them, unless the selling holder is willing to sell less than all, 


in which event it Shall be for such number the selling holder 


15 


amended by adding at the 


Anything herein to the contrary not 
tanding any holder of shares of Sto 
eluding without li imitation any donees of 
any holder may transfer Stock to employees 


OL Modern at any time or times and for any 


consideration and without compliance with 
the provisions of paragraph l(a). For the 


هسم 


urposes hereof the term employees” shall 
include directors of Modern. The 


Stock 
owned by each such EEE shall be 
subject to the provisions hereof with the 


same force and effect as if such transferee 
were one of the original parties hereto." 


Paragraph 


4. 
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"The estate of a deceased holder who was 
ei ter a holder of shares of Stock as of the 
date of this agreement or an employee of Modern 
at the time such holder acquired his shares of 
Stock and deceased holder's spouse, parents, 
descendants and trustees to whom shares of Stock 
were transferred by such estate as permitted in 
subparagraph (c) hereof, may elect to request 
Modern py written notice to it to purchase all 
or any part of such shares of Stock owned by 
the estate or transferred to them pursuant to 
subparagraph.(c) hereof at the purchase price 
determined as hereinafter provided and upon the 
terms of payrents as hereinafter provided in this 
subparagraph." 


The last sentence of Paragraph 1(f) is amended 


to read as follows: 


S. 


"At Modern's sole election Modern instead of 
making a full cash payment may give its pro- 
missory notes for seventy-two per cent (72$) 

of the purchase price, payable in fort y-eight 
(48) equal monthly installments commencing on 
the lst day in January of the succeeding calendar 
year with interest at the rate of six per cent 
(68) per annum with the right in Modern to pre- 
pay such notes in full or in part at any time 
on or after the date of the maturity of the 
first of such notes." 


In place of Paragraph l(g) there shall be sub- 


stituted the following: 


(g) The purchase price to Modern of a 

share of Stock and of a voting trust certificate 
issued therefor exclusive of any discount at a 
stated date shall be determined for the seller 
and Modern by a certified public accountant 
employed by Modern on the following basis: 


(1) Total - 

(i) Twenty (20) times the average divid 
paid by Modern during the preceding five (5) 
calendar years; 


(ii) Ten (10) times the average earning 
of Modern during the preceding five (5) calenda 
years as reported for Federal Income Tax pur- 
poses, but after the deduction of such taxes 
(if such income or taxes have been adjusted 
with the Internal Revenue Service in the interi 
such adjusted figures shall be used); 


(iii) The book value of all of the out- 
standing shares of Stock at the end of the 


y 
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preceding calendar year as determined by 
Modern's accountant. 


(2) Divide one third of the total of the fore- 
going three items in (1) by the number of 
currently outstanding shares of Modern. 


The purchase price per share as aforesaid 
shall be the amount found as above or the book 
value per share of Stock at the e.d of the pre- 
ceding calendar year, whichever is the greater, 
as certified by Modern's accountant. 


Appropriate adjustments in accordance with 
good accounting practices shall be made by 
Modern's accountant in the event of any change 
in the present number of outstanding shares of 
Modern Stock." 


6. In the reference to the agreement of October 15, 1950 


in the statement referred to in Paragraph 1(k) there shall be 
added "as amended". 
7. As Paragraph 1(1) there shall be added: 


"Except for employees who are presently parties 
to this agreement as Certificate Holders, 

an employee holder of shares of Stock 

who is such a holder at the time such 

er oloyee retires as an employee of Modern - 
after attaining age 65, if a male, after 
attaining age 62, if a female and at any age 
if such retirement is due to total disability - 
or the estate of such deceased employee holder 
may elect at any time after such retirement or 
death to request Modern by written notice to 
it to purchase all or any part of the Stock 
owned by such employee at the time of the 
employee's retirement or death at the purchase 
price to Modern determined as hereinprovided 
without any discount and upon terms of pay- 
ment as provided in paragraph 1(f), except 
that payment at the option of such retiree 

or deceased employee's estate shall be in 
cash, in an amount not to exceed $10,000, 
payable thirty (30) days thereafter." 


in 
- 


8. Paragraph 8 as added by the amendment of June 2 
9 is amended to include among the persons referred to as 
"Original Transferor" any and all employees of Modern who may 


acquire their Stock fror an Original Transferor or a person 


referred to in paragrapi.s 8(a) or 8(b). 
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9. The restriction on the sale, transfer or other 
disposition of Stock and the option provided for in paragraph 2 
hereof shall terminate Octcber 14, 1966, except that the options 
under subparagraph (f) of paragraph 1 hereof shall continue in 
effect for the full period of three (3) years from the date of 
the death of a holder referred to in subparagraph (f), provided 
such holder shall die on or before October 14, 1966. 

10. Certified mail may be used in lieu of registered mail 
for the giving of any notice under this agreement by any party to 
any other party. 

ll. The said agreement of October 15, 1956 as amended 
June 25, 1959 and as hereinbefore amended shall continue in full 
force and effect for th2 term thereof. 

12. This agreement may be executed in several counter- 
parts, each cf which when executed by any of the parties hereto 
shall be deemed to be an original and such counterparts shall 
constitute the one and the same instrument. 

IN WITNESS WHEREOF, MODERN TELESERVICE, INC. has caused 


these presents to be executed and its corporate seal to be here- 


unto affixed by its proper corporate officers and the several 
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individuals have hereunto set their hands as of e day and year 


first hereinbefore mentioned. 


MODERN TELESERVICE, INC. 


S/ Frank H. Arlinghaus 
0 5 —— = 717 0 ——— — — 
S/ Elsie N. Cox Frank H. Arlinqhaus 


Secretary 


S/ William H. MacCallum 
Willlam H. MacCallum 


S/ Howard H. Eberle 
Howard Eberle 


S/ Harry W. Bogaards 
EJ un - 


Harry W. Bogaards 


S/ Anna Marie Schlereth 


Anna Marie Schlereth 


S/ Rosalie ghal 
Rosalie M. Arlinghaus 


S/ Rosalie M. Arlinghaus 

Rosalie M. Arlinghaus 

As Custodian for Alix A. 
Arlinghaus, a minor. 


S/ Rosalie M. Arlinchau 
Rosalie M. inghaus 
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3 (jf ۲ ry 
IR 49171 ی‎ 
" 9y COP 
Mr. J. Richmond Ritenour, 
619 West 54th Street, 
New York, New York. 
Dear Rich: 

Ir connection with the I M € 
Teleservice, Inc. stock of the Estat: f Franl : 
Arlinghaus I hereby authorize )eWit 
Pepper & Howell, Attorneys, thc of $80,000 tc 
used by them to satisfy the lien oí e Internal Reve 
Service for estate taxes. The pay | said attorne 


may be deducted by you from the moi e the Estate 
and such payment shall be dei ۱ 5 1 ent in that 
to the Estate on account of t 

k e 


01 the Estate, 


aum à ) 
\ م‎ MA AAN كي مر‎ KL DIAS 
U دیز‎ ° P 
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tote of Naw York ) 27, "V &J 
š ) 1 
aunty of Kow York) 

Sidney Pepper, being duly sworn, deposed and says? 

l. He ic of counsel for the est&ta of Frank ۰ Arlingheus, 
beaned, and is acting for the executrix on the audit of the estato 
kx return of the said estate. 

2. Re wekes this offidavit with respect to the factors 
iich in his opinion effect the Securities listed in Schedule B, as 
us 1 and 2 respectively. 

3.— He is a director of Modern Talking Picture Servico Inc, 
M has been its counsel since 1937. He has been cx nsel for Mod^ru 
tleservica, Ir :. since ita incorroration. He beli:vog that by resa 
۶۲ his c znectíozs with the said cozpenics he ig fairly ۷۰11 info 
¡Eh respect to the factors which may affect the valus o 3 
‘curities es of August 4 1964, the data of the death cf Frank 


linghaus, 


4. Modern Talking Picture Service, Ine, 


4 
2 
; 
E 
e 
عم‎ 
e 
١ 


July 23, 1937, under the lawa of the Stace of Delaware to 


er ccrtain assets of Electrical Research ducts, ING., š 
the Americe;, Telephone & Telegraph Company. Dacede and his or 
llow shareholders were employees of Electrical Research Producto. In 
ich vas then in tha business of furnish ng motion pic 
Tvicea in connection with the distribution of sound motion picturep 
T sponsors of public relation films, 

The original common stock of the ew Company WED wa 
£ílablo to esplcyeeg of the old company for $5,000. of which 2 
e paid ín cash cn its incorporc tion, with tho ferrer owner taking 
y itself $100,002, of preicrred etoc:, wich voting powers. 
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trol, tho prefe:red stcekholdar preparcd a voting Crust ۵۵ t 
jor the common stock, with decedent as the voting trusteo. The 
yreement was made on July 27, 1937. 
The corporation did not prosper initislly. It suffered 
zoa high overhead and operating costs. 
The origitai business of the corporation when it was ۵ 
as the furnishing of projection services for the account of 1 
interests desircys of bringing their businera images to the attention 
of the public at weetings of organizations such as church, rotary, 


darcrican Legion and other similar groups. A ruber of yeara later 


the corporation began to furnish the films to the borrow»-8 os a pert 
of its services. The vast amount of clerical work attendant upon thet 


and in reporting the results to the owners of the films was perforved 
for a fee of approximitely $2.00 for cach motion picture showing, At 


that rate tho corporation was not prospering. 


Following the rental of an early IM data processing uni 
the corporation was abie to reduce ite unit costs to allow 8 prof 

With the eid of an off’ er who was active in the affaire oi 
Massachusetts Institute of Technology (M.1.T.), the corporation wes a: 
to got the distribution rights to a ۵ >£ ceaching file z 2d 


by M.1.T. wich funds provided by the Toderal Government. In view of t 
fect that the purchasers and lescane of the filos wero schoc 


+ with monetary grants from the jederal Governzent, prices 


thercfc 


profit cergins wore limited. Thie stance the be i € 
the educational files divinion of the corporation 


3 


Because of the service character of th« inuss 
E vas e most important factor in the business. This celled for a 
nu»ber of employees with generous rateg of corpensation. Ad 


corporation the corporation could not develop any tangible product 


به زادنا | 

1 i 
possessed saleable good will. What good will that it posecased as a 
bervice firm was subject to instant erosicn by the loss of personnel 
or by their errors. 

5, Modern Teleservico, Inc. wes incorporated fn 1956 under 
the lave of the State of New York. It was spun off from Modern Talking 
Picture Service, Inc, when it scenod desirable to set it up as an 
entirely independent organization, Its businoss was the servicing of 


"commerciala" for television shows. 


When it was incorporated a voting trust and a stockholders 
egreevent virtually identical with chat of Modern Talking Picture Servic: 
Inc. were entered into. It had the game stockholders and thetr stock- 
holdings were proportionate to their holdings in the first company. 


The business achieved a modest dogree of prosperity with the 


e 
r^ 
0 
*í 
rv 
~ 

) 


advent of color television and by reason of increased billing 
more expensive oolor prints. The corporation does not produce any of 
the commercials, but doeo in some casos arrange for the procurement of 
duplicate prints ç! the commercials, which are shipped to television 
stations on a tíght time schedule. A failure to get the right commercis 
to the right station at the right time may subject the corporation t 
Gewages for the loss of televising tice. 

Here also what good will it possesses is subject to instant 
erosion by the loss of parsonnel or by their errors. 

6. In his opinion the following factors should ba considere 


having a derressirs effect on the value of thewting trust certif‏ مم 


4 
for cepit.l stc x of Modern Talking Picture Service, Inc. held by 
4. Aglinghaue et the time of hin death: 

(1) Docodont vas the president of the corporstion from it 
incorporation to tlie time of hie deoth; had a dowinent hold on the c 


corporation through hie majority ownership of its certificatca and 


recpcosiblo for all corp orato decisions. "^io wes officially recogni: d 
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be 


the new management of the corporation. 


The Board of Directors of the cc*poratica at ^ meeting 


held on Augus. 31, 1964, just after his funeral, adopted preaubles and 


resolutions as follows: 

“WHEREAS, Frank H. Arlinghaus, president, director 
and stockholder of this corporation, departed this life on 
August 24, 1964, and 

WHEREAS, Mr. Arlinghaus assumed the direction and 
control of the corporation et its inception and through his 
energy, devotion, forenight and guidance brought the corpora- 
tion to its present prosperous standing and eminenco; 

NOW, THEREFORE, be it 


RESOLVED, that the directors on behalf of the 
corporation, hereby record their appreciation of the 
outetendine services rendered to tha corporation for 
twenty-cevo: yoars by its president, Frank H, Arling- 
haus, and their sense of the dec» loss sustained by 
the corporation as well as by thc directora, officers, 
employeca and the corporation's licensees personally 
by reason of his passing; and be it 


FURTHER RESOLVED, that the directors, officers 
employeos and licenseas of the corporation extend to 
the family of Frank HR. Arlinghaue their heartfelt 
sycpathy with them over their loss: and be it 


FURTHER RESOLVED, that a copy of these resolu 
tions and the preambles bo sent to "ro. Frank H. 
Arlinghaus by the secretary of this corporation! 
The new management of the corporation hed en oil 
decedent mada after his death which has been hung in the office of 
corporstion. In addition, a scholarship has been establiched in the 
field of Audio Visual tducation in decedent's remory with ch» Nation 
Education Association. 


(2) Upon bie suddon and unoxpecte. death the responsibil: 


for corporate docisiona pacaed into the hands of junior employees who 


had always looked to decedent for guidance, employees with no 


١ 
CCOCK 
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141880 or at most insipgnific:.-t holdings in the case of the .ev wh» 
ve stockholders, It can le eid that the ':3'!-2e* hes c.ntit.od om 
the womentun generated by decedent. 

(3) The corporation's principal activities vere in ths 
distribution of frao 16 a.m. motion pictures to schools, clubs, civic 
and social groups, etc., for exhibition in classes and at weetings and 


in the sale and lease of educational filos to schools, 


of meetings of civic, social and other groups where fres Sponsored motion 
pictures are acceptable ac part of the meeting progrers. Television as a 


aorpet blicity media 
-— 5 7 has tak n incroasin,ly larger share of the 


publicity and advertising budgets of the corporation's custosers. Schools 
a SZ 3% 1 1 

with aid fro. the Federal Govermint have acquired a large audio visual 
librarv with a resulting redu:tion in their noed to borrow films from 

the corporation to supplement their oun film libraries, If the existing 
pessimism crong business men continues, there ig a strong líklihood that 
the budgets to pay Jor free film distribution will be substanti lly 
reduced. The income from the sponsored free film division haa been 
largely tied to our national prosperity. In a service operation cas 
sation to emloyees is a major cost, The compensation of the c rpora- 
tion's euployens hae been rising substantially even beyond the rational 
pattern because en inability to retain tha services of its trüned personn 


cosid be disastrous: to a service corporation such as this corporation 


Tha e*ucational film division markets films which have b 
produced by non-profit corporations under the sponsorship of universities 
with funds provided by the Foderal Govern t, Those films are marke 
Co schools which acquire them with educational grants frc: the lera? 
Ooverrr:^5t. How long Congress with an impending recession will conti: 


to eppropristc funds for that purpose is anyono's puesa, Certeinly 


The advent of television has cut seriously into the number r^ 
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«be 
fecent action in cutting back funds for aid to the unde r privileged 


18 an indicatimof what 't may do when education appropriations cone 
Before it for sutherlsation. The expenditure of Federal aid to 
educacion funds in 1965 uas almost negligible. Moreover, the corpora- 
tion was faced with strong competition in that fidd from McCraw H111, 
Encylopedia Britaaiica and Coronet Files owned by Esquire. Its rank 
was only fourth in thet field. Ite AAstribution contrscts were not lon; 
tero and its current contracts wers on a non-exclusive basis. Of the 
thirty series of films which it vas distributing, two alone accounted 
for 85% of its income. There is every indication that when those tuo 
series have to ba remade, the corporation, if it has any right: thereto 
will have co share then with its competitors, Finally it should be 
noted that under the government subsidy grants the prices which may 
be charged by the corporation ara fixed and not subject to increase by 
the corporation, 

(4) The corporations profits cnd growth in the five 
years preceding dacedent's death are not outstanding. Tho lost year's 
operating revenue increased largely because cf increased changes for 
sponsored filme made possible by an aacumptic ı by the corporation of 
mailing cuarges for the borrowed flima in approximately the ۵ 
revenue. im the beds of an average dividend of 32¢ a share the y 
price for an wiliated and unmarketable stock (g fair and reasonable. 

(3) The stock of the corporation 18 not listed. By re: 
of an agreement &vorg stockholders dating back to 1951, the stock ce 
be sold without offering it to the corporation et a formula price 
at che time of decedent's death was $9.66 a share, If the corpor 


ware financially able to do ao and had elected to buy che stock, cho 


estata wold hava reccived only 28% in cash end the 72° balance in 


unsccured promissory votes payable over 48 montis. Any such anle 


WO 


by reason of Section 303 of tha Internal Ravenue Code necessitate the 
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ale of all of the stock of the estate 


and all attributed sharce to 
oid taxation of all thc proceeds a8 ordinary income, 


is financially unable to purchase tha at. ak 


The corporation 


for cash. It already Ags 


n debt to its bank on loas of $240,000. Accordingly any sale of 


would have been an unsecured 
ala to a new management and froe of any normal credit restr 


he estate's stock to the corporation 


ictions such 
8 increases of compensation and dividenda to the renaining em 


ployee 
7 This has 


been a atrong factor in notiveting the retenti 
04 the stock by the estote, 


(6) In 1964 end since then mmerous listed stocks have 
old for as littie as 4 times earnings. 


on 


Even today Chrysler stock 


nn be had for 6 tines ecrnings. With averega per share earnings of 


[proximately $1.00 6 share, it would econ that tho prica et which the 
state reporte” the velue of the ctock was ressonnble, especially in 


vie of the fact that tha etock la unlisted and ‘unvarketable end gub- 


ject to all the other adverse factors as eforesaid, 


Ti; In his opinion the following factors should be con- g 


sidered as having a depressing effect on the value of the voting trust 


Part. ificates for capital stock of Modern Teleservice, Inc. held by 


rank H. Arlinghaus at the tine of hie das 


th: 


(1) This corporation was a division of Modern Talking 
icture Service, Inc. until it was spun off, After it was spun off 


ece^ent otill supervised the busineac of that corporation as chairman 


E 


۶ the board of that corporation until his death since hia death 


‘Cisicna have been rede by the remaining officers who aro not large 


harcholdere end holders of insígnificant amounto of stock, 


(2) The corporation's business originates with advertising 


genc^es for tolevision Sponsoro. Ona aganc y provides better than 45% 


f che business. The loas of the gondwill of that egency cculd have 


m.m 


very advarse effect on the corporation's business. There sre w 
traería with its clients for the corporation's sorvices. It has 
en stated that its business is ticd in directly with the ringing 
of its telephone, Furthermore, the corporation haz to contend with 
a difficult labor union whieh hss unsettled worker relations. The 
corpo ation has emen on occasions been subjected to exployao “errora” 
with resulting great dacage claius. The increasing use of video 
tapes in place of iilm for television shows may have a deleterious 
effect on the business. 

(3) At the time of decedent's desth the corporation's 
business was largely in the lowor volume black and white prints, It 


hes since decodont!s death, shifted to the hirbar volume color printa 
which enjoy lower profit wargins. The corporation has lost cost of 


the feature television film business which it enjo: >d during decedent's 
life. 

(4) As in the case of the other corporation, the corpora- 
tion's business le closely related to the budgets of the television 
advertisers, «hich in turn are related to the country's prosperity, 
With a possible business recession in the offing, it is Likely that 
the television commercials will be rerun at an increasing rate with a 
serious impact on the corporation's business of procuring new televisio: 


cocmercials. 


(3) As stated in the case of the other corroration, thi 
corporstion's stock ig not listed. Dy resson of a stockholde:ga agreems 
deting back to its incorporation the stock at tho tire of decedent's 
death could not ba sold witheut offering tha sterk to the corporatic 
st a forc sla price which at the tí: of decodant'a deach was was $124, 
a share. Althoush that agreccent has run out, the corporation's stoc 


1s ۵6111 not readily ssleabla. The estate still his a "put" to the 


corporation at $174.00 a share. An in the case of the other corrorattor 


g 


^ 
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qm corporation were finanoially cble to comply with the "putf 
i estate would reesived only 28% of the"put* price in cash and the 
balcıce in unsecured promissory notes of tho corporation payable 
w 45 wonths. Any such put would by reason of Section 303 of the 
ternal Revenue Code necessitate the vale of all of the stock of the 
[cate end all attributed shares to avoid taxation of all the proceeds 
" c:dinsry income, The corporation is financially; unable to purchase 
11 the atock for cash. It is now and has always teen in debt to it 
lanier. Accordingly any sale of the estate's stock to the corporation 
ould have been an unsecured sale to an uncontrolled management and 
tee of ary normal credit restrictions such as those preventing en 
heras e of officer compensation und increased ¢ividsands to the re- 
wining shareholders. This has been a strong factor in motivating the 
$ centin of the stock by the estate, 

(6) The corporation has been subjected to increasing 
toxpetic'.n in soe cases from non-union firms with lower labor costs 


ind lower .ervice prices. in fact individual film splicers with s 


sar of film cement can easily undersell the corporation. The personal 


friendships of the prasident have been largely responsible for the 
fatention of its business. The thought of what would happen, if his 


pexvices were no longer available to the corporation hau troubled the 


store, A sale of all of tha corporation's stock to another corpora- 


tion hea been suggested to the president. He has stated that he was 
streiiling to work for anyone elec. The corporation has no con:ract 
for bis sorvíces and cannot get one. without his consent to a sale, 


is not likely that tho rtock of the corporation could be sold. 
To sum up, while th: profite of this corporation have 
the profit picture could charpa the other way rore 


bern ircresoing, 


quickly than television viewers tire of prograns. 


In view of all these factors, it is respectfully submitted 


Elll 
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hat che veluations reported in the Federal estate teu return reflect 


fair values of such securities es of the date of decedent's death. 
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December 21, 1966 


Mrs, Frank H. Arlinghaus, 
Wandmill Lane, 
Rumson, New Jersey. 


Dear Rosalie: 


You have requested that I tape answers to some problems 
confronting you as executrix. It seems preferable that those 
answers be recorded on paper for our respective records and for 
availability to others to whom you have expresaed & wish to give 
copies. 


1. then do you haye_to ray the balance of the Federal 
estate tax? 


The Federal estate tax was due on November 24, 1965. 
The additions? tax assessment of $73,310.54 for which you 
execuzed a waiver will be billed to you shortly. I am con- 
fident that reasonable extensions of time for the payment of 
the additional assessment can be negotiated pursuant to Sec- 
tion 6161 of the Internal Revenue Code upon & showing that ۵ 
prompt payment ;f the deficiency would impose undue hardship 
on the estate. We would argue i'i support thereof that the 
estate's assets consist principolly of the shares of two 
corporations, for which there is no ready market and which 
may be saleable only at a sacrifice price. 


2. What_is the additional rederal estate tax assessment? 


The original estate tax assessment based on the Federal 
estate tax return was $25,783.48 and was paid on its due date. 
The additional tax 46 $73,310.54. By reason of the additional 
tax the credit for state inheritance taxes has been increased | 
fron $877.94 to $8,059.25. That increase 1g reflected in the 
additional tax. 


The additional tax is in part the result of an increase 
to $9.795 a share of tha Modern Talking Picture service, Inc. 
stock valuation from the $6.00 valuation reported in the estatc 
tax return. That figure gives effect to the allocation to the 
stock of the insurance of Frank's life held by the corporation 
in the erount of $,845 a share. The &greod valuation 16 P re- 
duction from the 510.53 at which it was initially valued by the 
Internal :3:evcnuc Agent on his audit. If you did not acquiesce 
in the valuation, he would have fixo? the value at $10.049 a 
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‘Mra. Frank H, Arlinghaus 


share including insurance. 


The value of the Modern Teleservice, Inc. stock has 

been increased to $190.625 a share from the $75.00 a share 
reported in the estate tax return. Those figures are based 
upon the outstending stock prior to the 20 for 1 stock snlit 
made since Frank's death. It is 8 reduetion from the $237 a 
share at which it was initially valued by the Internal Revenue 
Agent on his audit. If you did not acquiese in it, he would 


have fixed the yalue et $214 a share. 


As I wrote you on November 23, 1966; 


“This year the Internal Revenue Service has 
decided to endeavor to close what it regards as 4 
tax Loophole, namely the transfer by a person such 
as Prank to his wife and children of securities 
over which he has what the Service regards 6 real 
control ¿ i the power to take away al the benefits 
of such t:onsferred securities. Mr. Goldberg does 
not claim any precedent to warrant his action, but 
feels that Frank's case is a good one to make a 
test case out of. He has eccordingly taxed Frank's 
estate with the valuations of the voting trust 
certificates transferred, in the case of MIPS 
$115,091.25 and in the case of Teleservice $117,954.30. 


I have argued that while Frank was the voting 
trustee he had to conduct himself as a fiduciary and 
could not, as a matter of law, exploit either or both 
of the companies for his personal benefit end that, 
therefore, he did not have control over the gifted 
voting trust certificates. Ag to some of the certifi- 
cates gifted within the last three ycars prior to 
Frank's passing, we would have the Seder of establish- 
ing that they were not made in contemplation of death. 
The argurent that they were made to minimize income tax 
liabilities is valid as to the children, but not so 
valid with reference to the gifts to you personelly. 
The smount involved with this aspect of the additional 
assessment is in the ne:ghborhood of 335,000." 


in rind that the Agent 
from the جم‎ 
2 () [3 6115 ) 'n 


In this connection it should be borne 
finally excluded the residence and, fyurpitur. 
estate and allowed as deductions 33,500 of tuture 
Schedule..I of the estate tax return ond tuition for one year for 
&sch child. 
rasessrent? 


3. Can I cont st the additional 
Yes. You may file a refund claim for such part of the addi- 
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share including insurance. 


The value of the Modern Teleservice, Inc. stock has 
been increased to $190,625 a share “om the $75.00 a share 
reported in the estate tax return. Those figures are based 
upon the outst’ - ing stock prior to the 20 for 1 stock split 
made since Frana's death. It is a reduction from the $237 a 
share at which it was initially valued by the Internal 6 
Agent on his audit. If you did not acquicae in it, h 1d 
have fixed the value at 3444 a share. 


As I wrote you on November 23, 19 


“this year the Internal Revenue servico has 
decided to endeavor to close what it rerards át 
tax loophole, namely the transfer by a person 
as Frank to his wife and children of securities 
over whic: he has what th rvi rerards 
control . th: 0۹: r al} 
of such ti onsferred s Pr. Gol 
not claim any preci t , his & 


fcelg that Frank's ca! 5 ⁄ 5 ۰ 
test case out oí, ۵ ۵ eC -din t 
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share including insurance. 


The value of the Modern Teleservice, Inc. stock has 

been increased to $190.625 a share from the $75.00 a share 
reported in the estate tax return. Those figures are based 
upon the outstending stock prior to the 20 for 1 stock split 
made since Frank's death. It is a reduction from the §237 a 
share at which it was initially valued by the Internal Revemue 
Agent on his audit. If you did not acquicse in it, he would 
have fixed the yalue et $214 a share, 


A8 I wr^te you on November 23, 1966: 


"This year the Internal Revenue Service has 
decided to endeavor to close whar it regards as a 
tax loophole, namely the transfer by a person such 
as Prank to his wife and children of securities 
over whic! he has rhat the Service regards es real 
controi ¿ j the powar to take away all the benefits 
of such ti:aneferred securities. Mr. Goldberg does 
not claim any precedent to warrant his action, but 
feels that Frank's case is a good one to make a 
test case out of, He has eccordingly taxed Frank's 
estate with the yaluations of the voting trust 
certificates transferred, in the case of 9 
$115,091.25 and in the case of Teleservice $117,954.30. 


I have argued that while Frenk was the voting 
trustee he had to conduct himself as a fiduciary and 
could not, as a watter of law, exploit either or both 
of the companies for his personal benefit end that, 
therefore, he did not have control over the gifted 
voting trust certificates. As to some of the certifi- 
cates gifted within the last three years prior to 
Frank's passing, we would have the burden of establish- 
ing that they were not made in contemplation of death. 
The argurent that they were made to minimize income tax 
liabilitics is valid as to the children, but not so 
valid with reference to the gifts to you personelly. 
The amount involved with this aspect of the additional 
assessment ig in the ne'ghborhood of 335,000." 


In this connection it should be borne in rind that the Agent 


finally excluded the residence and, fyrpityry: from the texable 
estate and allowed as deductions 53,500 of future expense in 
schedule, J of the estate tex return and tuition for one year for 


ésch child. 
3. Can I cont ct the additional rasessrent? 


— — —— — 


Yes, You may file a refund claim for such part of the addi 


kd 
* 


Mrs, Prank R. Arlinghaus December 21, 1966 


t.onel assessment as you may wish to contest, but only after the 
Assessment hos been paid in full. The refund claím cen only be 
sustcined with respect to payments made by you within a period 
of two years prior to the dete of the filing of the claim, If 
you wish to contest only the inclusion in the taxable estate of 
the gifted shares, you vould have two years from tho time of the 
payment of ¿he final ¿35,000 of eerte | to do so. (This 
figure is only an approximation end is subject to a leter exact 
calculation). 


Before you decide to contest the assessment ay aforesaid, 
you must consider whether or not such a contest will be to your 
advantage, By reason of the assessment you have gained à sub- 
stantial cost basis for the stocks of the respective corporations 
for the determination of the gain on the sale of the stock holdings 
of the children and you. This stepped up cost basis from epprox- 
imately zero will reduce the incone taxcs payable on such sales. 
1f you prevail on any estate tax refund cleim as herein discussed, 
you will have a cost basis of approximately zero on the gifted 
stock and substential income tax to pay on any stock sold by the 
children and you. 


In our discussion of a possible refund claim, we heve not 


considered the possiblity that the Internal Revenue «gent in his 
report which we are still awaiting, will celso take tie position 
that all gifts in the three yerr period preceding :rcnkfa death 
are taxable to the estate as gifts in contemplation of death. ^n 
that basis gifts of 2,750 Modern Talking Picture 3ervice, Inc. and 
420 Modern Teleservice, Inc. shares made in the last three ycars 
preceding Frank's death could be includible :n the taxable ¢stete, 
even if we nrevailed with respect Co the gifts of 300 Modern lel«- 
ing Picture service, Inc. and 200 Modern Tcleservice, Inc shares 
which were rade more than three years before Frank's death. 


we might be able to exclude from the taxable estate the gifts 
to the children within the three year period on the ground that chey 
were made to reduce income taxes end not in contemplation of death. 
The same argument with respect to gifts of 1,250 Mccern Talking 
Picture Service, Inc. and 150 vodern Telrservice, Inc. shares to 
you might not be sustainsblc because crank and you filed joint 'n- 
cowe tax returns. 


Thus your refund cleim might be مومع‎ at best for only the gift 
sade before the three year period preceding “rank's death, ۰ 
150 Modern Talking Picture service, Inc. anc 200 Yodern Teleservice 
inc. shares plus the gifts f 1,5.0 tiodern Talking Picture Service, 
Inc. end 275 Modern Telescrvice, Inc. shares to the children ۵ the 
three ycar period (The forcuoina Modern Teleservice, Inc. shares 
are the shares before the Modern Telcservice, Inc. 40,202 1 


, 
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In any event we have at least two years to decide the ques- 
tion of filing and prosecuting a refund claim, Perhaps someone 
else will have contested in the courts this new procedure by the 
Internal Revenue Service, If that person prevails and the Internal 
Revenue Service acquiesces, you should preva:l without litigation. 


4, vhat effect with the ansesement have on the New Jersey 
Inheritan e (ax 


New Jersey requires the submission t. of a copy of the 
federal tax assessment. It will then undouc.edl« follow the Federal 
tax assessment, When it does, we can then ccrsioer a partial 
challenge of the inclusion of the gifved shares. 


5. Where em T to get the money to nay the assessment? 


You may get thet money (1) by borrowing it, (2) from dividends 
and (3) by selling estate stock holdings. The probkim with borrowing 
is that “e loan must be repaid and you are only chang nq creditors. 
Dividenús ere subject to income tax and only the net eftcr texes is 
available. To pay the tax from the net div-dends after taxes would 
take a number of ycars and alone might not be acceptable for the 
procur ment of an extension of payment time from the Internal Revenue 
Service, Furthermore, you will need funds to pay .n additional tax 
"roto rr to tbe State of New Jersey, which is not presently deter- 
winable. 


It may be that a combination of all three sources m'ght be 
satisfactory, but it seems that the sale of some stock is undoubtedly 
called for in the near future. 


6. „hat stock may 1 sell? 


The answer to this must be considered (1) from a contractual 
viewpoint, and (2) from a tax viewpcint, apart from econowie consider- 
ations based uron the desirability of holding the stocks as invest- 
ments, which I will not discuss, 


(1) 
The shares of both Modern Talking Ticture Service, Inc. end 


Modern Teleservice, Inc. were subject to so-called "buy-back" agree- 
mente between the shareholders end the respective corporations. Those 


egrecenents vere substantially identical except that the egreement with 
Modern Teleservice, Inc. expired by its specific terms on Cccober 14, 
19:5, The Modern Talking lictuce Service, Inc. agreewent expires on 


May 31, 1971. 


Although the agreement with odern feleservice, Inc. hes 
terminstcd, the "put" or option hereinafter referred to nevet theless 
continucs in accordance with paragraph 9 of the May 1, 1962 enendment 


thereto, ¡he specific provision is as follows: 


"9, The restriction on the sale, transfer or 
other disposition of Stock and the option provided 
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for in paragraph 2 hereof shall terminate October 
14, 196€, except that the nptions under subpara- 
graph (f) of varegraph 1 hereot shall continues in 
effect for the full period c£ three (3; years from 
the date of the death of a holder refcrred to in 
subraragraph (f), provided such holder shall die 
on or before October 14, 19:6,' 


Both agreements contain restrictions on the transfer of the 
securities of the respective corporations end what has been 
cheracterized as a "put" in favor of tho holder of a deccased share- 
holder's stock and his transferees t» caıl upon that corporation to 
buy from the holders part or all of the shares held by such holder's 
estate and transferees. The estate, the children and you thus have 
"puts" covering all the shares of those corporations in those names. 
Those "puts" must be exercised by giving written notice to the 
respective corpore tons to that effect on or before £u; r 24, 7 
end depositing the shares and stock transfer tax staups with the 
respective corporatio::s,. 


Even though both "put " expire on August 24, 1907, it vay be 
possille to negotiate with che respective corporations for an exten- 
sion of time to cxercise the "ruta", such an extensio.. could be 
adventogcous to boti parties, but such on extension ray br acad 
if the Internal .evenue Service declines to grant an extension of 
tire to pay the tex. 


5 


The "put" price is determined on the basis of the finsncial 
reports of the respective corporationsas of the close of the calend: 
ycer preceding the date of the exercise of the option. In the case 
of Modern Teleserv .e, Inc, that would be December 31, 19.5, if the 
"put" la to be ex -cised in 1907, Modern Talking Picture service, 
Inc. changed from a calendar year accounting period to a fiscal year 
éccounting period ending June 30, It files its incore tex returns 


for a fiscal year end no longer reports for a calendar ycor. alen- 
dar year data is no longer svailable, I assume that thc parties 
would agree that the formula should in the case of Modern Talking 


Picture Service, Inc. be determined as of the close of the fiscal 
year preceding the dete of the exercise of the option. In any cvent 


taat wow. the view of the corporetlon's «ccountants when they prepar 
e cr: ala ¿vice curputation for the off cers of odern Talking ictu: 
‚ervicc, Inc. on AUmust 12, 19:5, Accordingly in the case 6 
ialkın icfure service, Inc. the "rut" price would be 366-2214 
of r و‎ l9.., unlesa thc "put" ig exercised efter June 20, 19 

! 


Ju 1 ۱ 
in which event it would be deterring aos of June 


[he "nut" "rico Is determined by the corporation's ounton 
by addins u^ the follo 
(1 Twenty :ime8 the averepe annual dividend nid 


m 


during the preceding five calendar or fiscal ycer.; 


(2) Ten times overage annual earnings during the 
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five preceding celendar or fiscal years e: 
reported for rederal income tax purposes; and 


(3) The book value at the end of the preced- 
ing calendar or físcal ycar, 


The foregoing total is then divided by three and ther by the 


number of outstanding shares to arrive st the formu xico per 
share, 


As of August 24, 1964 the Modern Talking Picture Service, Inc. 
formula price based on June 30, 1904 figures was 59.6106 a share. 
That price did not include any part of the proeceds of the insurance 
on Irank's life held by the corporation in ti amount of s.645 a 
share. That amount will undoubte.ly bo reflected in the book values 
as of June 30, 1965 and June 30, 195°, when t! y are determined, 


As of August 24, 1964 the Modern Teleservice, Inc. formule 
price was ;126,29:29 a share before the 20 f r 356.22 


or 1 stock split 

a share for the pres nt stock. I have been informally inforued by 
“Y. Ritenour thet as of December 31, 1955, that price would be 
approximately -13 a share for the present shares. With higher 19% 


earnings the for:ula price as of Dece:ber 31, 1°46 should Se higher. 


Please note thet if a "put" is to be exercised for all of the 
stock for hich the put is good, the corporction may not be eb 
purchase ¿11 of the stock. The corporation laws 1 nit a corporat 
purchase of its stock to the amount of its surplus. This is referrc t 
in paropraph 2 (f, of the Modern Talking Ticture Service, Inc. agrec.:nt 
ond paragraph 1 (f) of the 'icdern Telescrvice, Inc. sgreenent. The 
"rut" may, therefore, be good only to the extent of the corporation's 
surplus. Before the "put"is cxcrcined for less the: 111 your stock 
and the stock of the cstate and the children, you rust consider the 
tex cifects hereinafter discussed. If there should be irufficient sur- 
plus to purchase all of the stock, the unpurchasesble stock should 
first be sold to others, so that the remainder can lawfully be sold to 
the corporation without adversi tax effucts as discussed below. 


۹ 


In seiling to a corporation as aforesaid, if the purchase price 
i4 nn’ in cesh then not more than 50% of the purchase price should 
e^ &C.ented 1 the calender year of the sale in order to qual iiy 
tre 8:16 es 1 installment sole dor íncos* tex purposes. This will ce 
it ^ post went of the pey ent of part of the tex to later yeers. 


ection 302 of thc Internel “evenue Code mek s t:xcble as a 
dividcad ell p: ywments to the extent of the coreor»i'on'g sur; lus re 
011 ‘rom a corporetion on eccount of the purchase Ly the cor; 
étion of its siarcs, if ell the holdings of a eeller and relativ: 
your case you, the tate and the custolien eccounta = are not sold. 


cli such holings are cold, then the nin onti« shares sold would be treat 
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capital gain and taxed at a very substantially lower rate, 


An exception to the forcroing rule is that under Section 303 
of the Internal iievenue Code shares may be sold to the corporation 
with cepital gain taxes, 11 the amount s:ld is limited to the amount 
of the Federal estate and New Jersey inheritance taxes and funeral 
add administration ««penses allowed قت‎ estate tox deductions. Some 
of your administration expenaes were not claimed as estate tax deduc- 
tions beceuse it was more advantageous to claim them as income tax 
deductions. They are, thercfore, to that extent not includible in 
determining the number of shares coming within the exception of Sec- 
tion 303, 


The value of the stocks of both corporations would qualify for 
sele under Section 303 since both stocks have been valued at. more than 
fifty percent cf the taxable estate, This would be true even if we 
were successful on a refund claim as discussed above, 


If you sold all of the stock of one corporation, you could 
still sell to tlic second corporation the limited quantity of the 
second corporation's stock permitted by section 303 of the Ir: 
Revenue Code. Any such sale to the cory ration would be in addition 
to any quantity not sold to that corporat on but sold to employces. 


In se!j:ng less than all of one corporation's stock consideration 
should be givon to the fact that sock arcunting to less than c: atrol 
of a corporetion is not as valuable as stock carrying control. In 


O 


other words, a sale of a small part of your holdin;s in one curporati 
may well loave you with less than control. 


Conflict of Interest 


There have been some comments from directors of the respec 
corpor tions that as attorney for the corporations and for the estate 
I way bc in a position where I must elect to serve either the corpora- 
tions or the estate on questions where the interests of the estate do 
not coincide with the interests of the corporations. I agree, 


"rw 


AI 


Up to the present time there has been no question where the 
renneckive interests have been adverse and no such sus 


iznestion has been 


Sb 

d ty anyone, 

if I were to urge you to scil or not to 1 ther stock or 
to ncgotiate an extension of the timo to exercise the "put" beyond 
August 24, 1967, I might be subject to such criticis. Accordingly, 
I have refrained from making any such recoumendations and must also 
refrain from negotiating the business terms عن‎ any extension. Tf the 
business terns of such an extension orc egreid to, there should be no 
objection to my dr: ting en inscrunent on beh lf of both parties cim- 


vodying those business tcrins. 
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I believe that what I have said above has your general approvel 
d, in any event, you intend to concult with others with respect to 
y sales. 
عم‎ course, YOU ray have my views on which stock to gell, if 
I do not believe, however, that I am qualified to give 
but in that event I should 
oration8. 


u wish them. 
u any inform 
ve co first 8 


1£ I have not 
hall be glad to 


SP;cm 
copy to its clemen 


d advice 
dvisethe p 


anticipated 
upplem 


on the subject, 
etive Corp 


residents of the respe 


all the question 
Y ou 


g you have ra 


ent this letti 


very sincerely, 


SIDNEY PEPPER 


G. Arlinghaus 


EXCERPTS FROM 


EXHIBIT E 
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0 And then the company distributed films directly; 


3 is that correct? 
š A Yes, through company-owned offices. 
5 Q Until March 1, 1951, your title remained 


Southeastern Division Manager? 
/ A Director of Southeastern Division. 
In other words, I was the major-domo of the 
Southeastera Division. 
Q However it should be expressed, you retained 


tnat position until March, 1951? 


A That's correct. 
Q What happened in March of 1951? 4 
A On March 1 of 1951, I was recalled to New York 


to form the TY Division of Modern Talking Picture Service. 


Q Was that, in fact, formed in or around March, 
1951? 

h Yes. 

Q And that became the Teleservice Division? 

A Mo. It was the TV Division of Modern Talking 
Picture Servic 

Q What was your position Ln tho TV Division? 

^ rector 

) Ll thot Division had a natton-wide operation? 


leveioped into n national operation. 


bo 
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A The TV Division of Modern Talking Picture 
Service, Inc. was spun off and became Modern Teleservice, 
Inc. 

I was elected President. 

Q You were the President, without disruption, until 
your recent retirement? 

A That is correct. 

In addition to being President from October, 
1956 to March 186 of 1969, I was also made, in addition to 
President, Chairman of the Board at the Board of Directors 
Meeting held on September 17, 1964. 
Q And you remained Chairuan of the Board until the 


1 


acquisition of Sonderling bv Teleservice? 


A Yes, sir. 
(At this point, 8 short recess 
was taken.) 

Q When did you first meet Frank H. Arlinghaus? 

A Sometime in the early part of 1942. 

Q when did you first meet Rosalie Arlinghaus? 


tween September lst of 1946 and January l5ch 


Q What makea you choose those two dates? 


Reeaipe I did not meet her until after I became 


associated with her husband, Mr. Frank Arlinghaus, and it 
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scheduled on March 14, 1967, and present were: Harry 


Bogaards, John Lipsky, William MacCallum and Schlereth 
and R. Rítenour. 

Mrs. Arlinghaus, individually and as Executrix 
and Custodian, was represented by proxy by Mr. Clemens 
Arlinghaus and Mr. Sídney Pepper. 

Q Did they hold all of their proxies jointly, or 
did one of them have a proxy in one capacity and the other 
in the other capacity? 

A I don't recall seeing the actual proxy, and I 
do not know how it was written. 

Q Right. 

A But I simply am going by the information 0 
the minutes. 

Q Yes. 

A That brings me up to the letter, which I refevrad 
to as being issued on April 25, 1967, the tender offer by 
Mr. Lipsky and myself to all the stockholders to purcnase 


one hundred percent of their stock holdings at a price of 


515, such offer to expire May 12, 1967. 
0 Veg that offer conceived by you? 
A Ye 5 


0 uw] vou then proposed it to Mr. Lipsky? 


believe your question i5, was that 
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of my recollection. ts 


Q Who introduced you to him? 

A He was referred to me by Mr. Carl Lenz of MTPS. 

Q So we have now established, I take it, that your 
conversation with John Lipsky, at which you said, "This is 
my idea," took place sometime after the latter part of 


March; is that correct? 


ES Are you asking « out my introduction to Mintz? 
Q You said that your introduction to Mintz came 


before you submitted thís proposal to Lipsky, and then you 
said that your introduction to Mintz came toward the latter 
part of March. 

A Well, it cane after the 14th of March. 

Q So that your conversation with Lipsky that I have 
been quoting from must have been after the 14th day of 
March; is that correct? 

A I believe the first discussion between John and 


myself as to what w: could do, what steps we could take, 


occurred sometime after 2:00 p.m. on March 13, 1967. 


9 But it did not necessarily occur during that 
day? 

A Yes, it did occur after 2:00 p.m 

Q On that day 


A On the day of March 13. 1967. 
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tke 
everything was status quo. 


س 


Q And one of your other categories of quest ions 


— w = m= == p oaas AL سم‎ 


was, "How seriously : are you shares * to approaches by 


outsiders?" 


When you were asked that by Mr. Lenz, what did 


ym. tena | him? 


| 
A 1 | believe that if I so stated, it was not he | 


aching ne thats I was asking him that. 


Q Yes. What outside approaches did you have in 


mind? 


À We had only. had one approach by an out outside 


source, and this was almost à | yearly event, even prior to 


— — حم _ € ص۳۳ 


the death of Mr. Arlinghaus, and that was : from Mr. Chet 


_——F >-^ 
— 


Ross, President of Bonded Film Services, and as in the 


— — — 


no formal offers or presentations were made by 


t t سس‎ Qs—á—— 


Bonded, as it was the e agreed densitas between Mr. ا‎ 


and Mei that a a relationship or an association with 


Bonded duia be of no benefit to the ‘stockholders or to 


the corporation of Modern Teleservice. 


0 Are you saying that this is what you told 


Mr. Lenz, or are you digressing now -- 


۸ ۲ don’t know that I ever told Mr. Lenz, as such, 


t^ 
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made on the 14th. 
Q Was it added after you wrote the first page? 
A Apparently. 
Q Do you recall what prompted the making of that 


note, that addition, I should say? 


A I don't recall at this moment, no. 
Q Who introduced you to Mr. Mozeile? 
A As I recall, to the best of my recollection, 


I received a telephone call from Mr. Mozelle, asking if 
I would be kind enough to meet with him in his office to 
explore the possibility as to whether or not Modern 
Teleservice, Incorporated might be willing to consider an 
acquisition by Filmways. 

Mr. Lipsky icd I s 

Q Well, you are getting ahead of the game now. 

My question really was who introduced you, and 

I understand now that he introduced himself in a telephone 


conversation. 


( 


Do you know what gave him the thought that 


ht buy Teleservice? 


ar 
d 
u 
`< 
5 

E 
ya 


To the best of my recollection, it came out 
durin the meeting with Mr. Mozeile, that Mr. Seymour Mit 


of Previews, Incorporated had suggested to him to mak 


contact with us. 


2 A 


g 


Q 


í earlicr? 
7 A 


Q 


compensated 


Teleservice, 


incident to Mr. Mintz when I approached him to possibly 


act in my behalf. 
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I do not recall whether I mentioned the Fi 


But at any rate, you did not mention it to him 


Not to my recollection. 
Do you know whether Mintz expected to be 


for his service in referring Filmways to š 


assuming, now, that a deal should eventuate! 


nT 
MO. 
Ty ١ r may Flor ne "4 "c sieb sr ~ 
Do you remi e vour rirst meeting with ii 2 

A 
Voc 
LE 


4 ~ 1,4 ۳ "Demi ` 
(Witness looking at document.) 


ur 
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J. RICHMOND RITENOUR, having been 
previously duly sworn by a Notary Public of the 
State of New York, was examined and continued to 
testify as follows: 

DIRECT EXAMINAT ION 

BY MR. JENSEN: (Continued) 

Q Mr. Ritenour, you continue under oath; do you 
understand that? 

A Yes. 

Q Would you look at the last page or two of the 
last transcript, please. 


(Witncss so doing.) 


Q Have you now done 80? 
/ Yes, sir. 
an! 
/ 
Q On those pages, you were telling us about a 
— 
meeting with Mr. Mintz. You were unable to pinpoint the 


date of that meeting at the last ression. 
Can you do so now? 
A I don't know. I didn't know that I was asked t 
pinpoint it. 


he date I have here in my notes is October 19, 


1966, a mecting with S. Mintz of Previews, Incorporated. 
Q You are referring now to the notes that were 


marked last time? 
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the company and those concerned. 

Q Did you tell Mr. Mintz that you were seeking 
buyers for the company, or did you tell Mr. Mintz that you 
were seeking financing for yourself so that you could buy 
the company, or did you tell him something different again? 

A I don't believe that I spoke with Mr. Mintz about 
anybody but myself, because I was not authorized or 
directed or instructed by the Board of Directors to have 
such meetings. 

Q Is it fair to say, then, that your purpose in 


١ 


talking to Mr. Mintz was to find out whether he would help 


you with financing so that you could acquire The company? 
A I believe that would be a fair assumption. 
۱ Q When you testified last time, and I refer you t 
| ۳ 
page 158, that you wanted his help in developing prospective 


buyers -- do you see it there at the bottom? 


A wv - 
A 106. 
1 - — 1 ما‎ "Ll IA c 
Q -- did you mean buyers from the then Stockholders 
١ 3 - t ^ 1 ^ , Kotio } : 1,9 
Iver’ 1 tl alvccr you should have DO; nt the stock. 
i 't recollect 
Tr 1 oF 1 ۱ - bg ۳ el 
9 Lt ld have been either or both; 1 c! t ri [ 
T ۴ 
í ( a wh 
| ( j 1 Mintz resp to r que es on 
” 
1 ( f ( t i ( 5 Lon ١ 
r` > pe 
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some kind of working relations with Previews, Incorpor 
3 of Stamford, Connecticut, and through a Mr. Brown of G 


Associates, I was introduced to Mr. Harris Shapiro. 


Q This was in 1967? 


A Yes. 

Q Anyone else or any c mpany? 

A May I ask what your question is rererring to 

Q Yes. 

Did Mr. Mintz or Previews or Gray Associates 
refer anyone else or any company to you who might be 
interested in purchasing -- let's say, acquiring all 
part of Teleservice? 

A Not to my recollection. 

Q And that introduction was what led to t 5 
ing with Mr. Shapiro, Brown and Lípsky, about whic 
have previously testified; is that correct, Mr. Riteno 

A To my best recollecti^on, yes. 

Q Where was the meeting held? 

A In my office. 

f 1 on what date? 

A reco indicat pril 5th, 1967 

Q Was that tt first t ou ha rt p 

, To t bost recollection. 

Q E! first time you wet Br« 


183 


ated 


ray 


7 


Hi 
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A To the best of my recollection. 

Q Can you tell us everything that you recall about 
that meeting. 

Á It was exploratory in nature, determining the 
status and position of Mr. Shapiro and what interests he 
had, and Lipsky and myself explaíning the highlights of 
what we were attempting to accomplish. 

Q The purpose of that meeting was not to explore 
ways of finding outside buyers for the stockholders ' 
interests, was it? 

A To the best of my recollection, and I so pre- 
vlously testified, the meeting with Brown, Shapiro, Lipsky 


and myself covered the possible financial arrangements 


whereby tho tender offer could b» made to the stockholders 


for all of thelr stock. 


Q By you and Mr. Lipsky, or by others? 

A Dy a syndicate headed by Mr. Shapiro. 

Q During that conversation, was it contemplated 

that the stock would be taken in the name of you and 
1 Lir iky only? 
1) rsat ns and el 

t ۱ Pt h -- 

( [ a n | t th rticular meet 


E133 


J.R. Ritenour 185 

A To the best of my recollection, nothing definit^ 
was determined at the first meeting. 

Q Was a suggestion made that other people acquire 
stock interests? 

| Was that subject matter discuss d at all during 
that meeting? 

A I do not believe so. 

Q Is it fair to say, then, that that meeting was 
called to explore ways by which you and Mr. Lipsky might 
finance purchases of stock in the company in your own naues? 

A To the best of my recollection, the first meeting 
did not cover any specific details as to how financing 
could be accomplished. 

Q That's not my question, Mr. Ritenour. 

Let me try to make it clearer. 
Was there an assumption made during that meeting 
as to who would take ownership of the stock? 

A Not at the first mecting, no. 


Q Were several possibilities contemplated at that 


A I do not recall. 
Q Please continue to give us your recollection of 


what transpired at that meeting. 


A I do not recall specifically what med at the 
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meeting. 
Q You tell us all you remember about it, whether 


specific or not, please. 

Would it be easier if we lumped the various 
meetings together so you don't have to worry about whether 
one thing happened at one meeting or another meeting? If 
that's earier, I will ask you: Give me the substance of 
what happened at the various meetings among you four people 
while you were formulating a proposal. 

A To the best of my recollection, as a result of 
the first meeting, Mr. Shapiro inferred that he had several 
individuals from the Philadelphia and Wilmington areas 
that possibly would be interested in forming a syndicate 
whereby nccessary financing would be arranged that would 
permit a tender offer be made to purchase all of the issued 
stock of Modern Teleservice, Inccrporated for a price as 
agreed upon by the syndicate. 

Q Do you recall anything more about what transpired 


at that meeting? 


A Well, now, you point it down to a meeting. I an 
talking about numerous meetings. 

Q I think the introduction to your answer pointed 
down to only one meeting, Mr. Ritenour. 


MR. JENSEN: Will you read it back, please. 


El35 
J.R. Ritenour 187 


(The reporter read the penulti- 
mate answer.) 

A (Continuing) The meeting was adjourned, and 
Mr. Shapiro would make contact with the gentlemen he had 
mentioned and establish a meeting date at which time the 
other gentlemen would be introduced to Mr. Lipsky and 
myself. 

Q Did that happen at the next meeting between the 
four of you? 

A To the best of my recollection, the next meeting 
was on April 10th, 1967, at which time a Mr. Stat and a 
Mr. Zinman, with Mr. Shapiro, met in my office and 
Mr. Lipsky and I were introduced by Mr. Shapiro. 

Q Did Mr. Stat want stock? 

A To the best of my knowledge, yes. 

Q As the deal was finalized between you -- I am 
talking now about the syndicate agreement -- was Mr. Stat 
to get stock? 

A To the best of my recollection, the syndicate 
was to acquire all of the stock as issued by Modern 
Teleservice, Incorporated and that a new corporation would 
be formed with stipulated percentaye ovnerchip by 


Me. Shapiro, Mr. Stat, Mr. Zinman, Mr. Ritenour and 


Mr. Lipsky. 
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2 BY MR. JENSEN: 

j Q We can take it, then, that everything you said 


before about the April meeting applies now, instead, about 
the February meeting. 

u A It would appear, from this letter from wr. 
Shapiro, that the first exploratory meeting was prior to 
April 21, 1967. 

Q Apart from the letter and memorandum which were 
just marked, do you know of any writing in any form what- 
soever which reflects the negotiations or terms of this 
agreement? 

MR. O'KEEFE: You :. :e referring to the agreement 
between the syndicate and Mr. Ritenour? 


MR. JENSEN: Yes, sir. 


Q (Continuing The agreement which is Exhibit 36. 
A I'll have to check my records. 
Q Will you do that by next time, please? By that 


I mean, by the next session of this deposition. 


AR. O'KEEFE: Yes. 


MR. JiNSEN: Thank you. 
Q Did you ever disclose the terms contained in the 
agreement, which is Exhibit 36, to Mrs. Arliugbaus? 
A I do not recall. 
Q Do you have any reason to think that you did? 
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No, I do not. 


Can you go as far as to say that you know that 


you did not? 


Q 


A 


I don't recall. 
Same questions with respect to Clem Arlinghaus. 


To the best of my recollection, full disclosure 


was made to Mr. Clem Arlinghaus. 


Q 


Of the terms of the letter-agreement, which is 


Exhibit 367 


A 


Q 


Q 


Yes. 

When was that done? 

I do not recall. 

MR. O'KEEFE: Sometime in April? 


Your attorney suggests it was sometime in April; 


is that correct? 


MR, O'KEEFE: I asked him, was it sometime in 


April. 


0 


A 


about it? 


Was it? 
To the best of my recollection, yes. 


Do you recall where you were when you told him 


I do not recall. 


Do you recall who else was present? 


{ do not recall. 
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Q Did you tell him about each and every term in 
that letter, and maybe you would prefer to have the letter 
in front of you before you answer the question. 

A I do not recall whether I told him the full 
content of the agreement or gave hin the highlights and 
the understanding of the syndicate position. 

Q Please refer to the second paragraph in the body 
of the letter. 

My question is: Did you tell Mr. Arlinghaus the 
other members of the syndicate had agreed to gift twelve 
and a half percent of the common stock to you and 
Mr. Lipsky? 

A To the best of my recollection, the directors of 
the corporation, including Mr. Clem Arlinghaus, were 
advised that a syndicate -- 

Q Mr. Ritenour, answer my question directly, 
please. 

Did you or did you not? 

Yes or no, please, or, else, "I don't recall." 

A Yes; I told them that John and I would have à 
stock interest in the Low corporation. 


11 


Q Mr. Ritenovr, did you tell Mr. Arlinghaus that 


١ 


the other members of thi syndicate had apreed to gift 


twelve and a half percent of the common stock to yo and 
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Mr. Lipsky? 
Yes or no, please. 

A I do not recail whether I told theu how John and 
I were to acquire our position in the new corporation. 

Q Did you tell Mr. Clem Arlinghaus that the other 
members of the syndicate had agreed, if you were success- 
ful in bringing about the deal, to gift to you twenty-five 
percent of the difference between the purchase price and 
1.2 million dollars? 

A I do not recall. 

Q Did you ever compute the net cost to you of one 
share of the stock after the gifts referred to on the first 
page of Exhibit 36? And when I say "you," this time, I 
mean J. Richmond Ritenour. 

A I don't understand your question. 

Q Acsuming that the transaction had gone through 
on the terms expressed in Exhibit 36, what would have been 


the average net cost to you of each share that you were to 


receive? 
Do you know the answer to that, without computiug 
it now? 
A I do not. 
Q Did you ever compute that? 


A Not to my recollection. 


o 
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kk 


syndicate was unable to come up with sufficient financing 


and, therefore, would be unable to consummate the closing. 

Q Did anyone else speak? 

A I don't recall. 

Q Did anyone on behalf of the syndicate or on 
behalf of anyone else, for that matter, ask fcr an 
extension -- let me put it this way: ask for a postpone- 


ment of the closing? 


HON 


A To the best of my recollection, Mr. Stat asked, 
off the record, to Mr. Pepper if an extension of the 


closing date would be possible. 


Q Did he suggest another date? 

A Not to my <ecollection. 

Q Did he give some reason for his request? 

A To the best of my recollection, he felt he 


could arrange the proper financing. 
Q Did he explain how he'would go about it? 
A Not to my recollection. 
Q What was Pepper's reaction -- response, I mean? 
I don't recall. 


Q Do you recall whether it was negative or 


A Negative. 


f 


Q Hava you give 


| ug your recollection of the 


e 
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*** 
AFTERNOON SESSION (1:40 P.M.) 


DIRECT EXAMINATION 
BY MR. JENSEN: (Continued) 

Q Did the members of the syndícate have a meeting 
after the abortive closing meeting on June 7 

A No, sir. 

Q Did you have any further dealings with any one 
of the members, excluding Ritenour and Lipsky? 

A Only as necessary to finalize the agreement in 
the way of releases and so forth. 

Q Would anyone have been titled to a commission on 
that transaction 1f it had gone through, to your knowledge? 

A Yes. 

Q Who? 

A Gray Associates. 

Q Would that have been for their services in 


bringing you together with Mr. Shapiro? 


A Yes. 

Q Was there a written agreement to that effect? 
A I do not know. 

Q How much would they have been entitled to? 

A I do not know. 

Q With whom was the agreement entered into? 


A I do not know, other than the relationship of 
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someone else? 
A It was an outgrowth of discussions which John 


and I had on how we could attain a larger position in the 
corporation. 

Q During what approximate period were those 
discussions had? 

A June 9th and June 30th of ‘67. 

Q Did you discuss this matter with anyone other 
than Lipsky? 

A Yes. 

Q With whom did you discuss it? 

4 Mr. Pepper, Mr. Charles Newton, Mr. Bill 
MacCallum, my wife. That's all I can recall. 

Q With whom did you first discuss it among these 
four people? 

A Mr. Pepper. 

Q Do you recall when you first spoke with 


Mr. Pepper about this? 


A No; I do not recall the exact date. 

Q Was it shortly after June 9? 

A Well, I don't know what you mean by "shortly." 
Q Can you place it in time at all? 

A (No response.) 


Q Could it have been as early as the luncheon on 


ae 
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June 9? 

A It could have been, yes. 

Q Do you remember who was present when you talked 
about this with Pepper? 

A Well, if it was at this lun heon, only John and 
myself were present. 

At that time -- I believe in previous testimony 
and from Pepper's testimony there was a doily from the 
luncheon placed in the testimony, and at that luncheon, 
there were -- I cannot recall specifically what was said 
or what all was discussed, but this could very well have 
been discussed, not in detail, but as possibilities. 

Q Did you have a number of conversations with 
Pepper about that between June 9 and June 30? 

A Yes, 

Q Let me ask you a blanket question, then, with 
respect to all of those: 

Will you give us your tota. recollection of what 
was said by the three of you about that. 

A During the discussions we had and kicking the 
whole idea about, John and I worked through and with 
Mr. Pepper, as counsel for the corporation and apparent 


attorney for the other stockholders, and using his back- 


ground, knowledge and legal experience and know edge es to 


E144 
J.R. Ritenour 


what would be an ethical, fair and legal plan to 


3 consummate the desire of John and myself to acquire more 
4 stock in the corporation. 

5 Q Did Pepper suggest anv plan? 

6 A He did not originate or initiate any specific 
7 plan, 


Q Did he wake any suggestions for methods of 
9 proceeding? 
10 A In the overall ciscussions, yes. He made and 
contríbuted to the final plan which was presented to the 

12 stockholdars in a letter confirming discussions which 
Pepper had had with the stockholders on June 30, 1967. 
14 Q Are you referring now to the letter, a copy of 
which has been marked Defendants’ Exhibit F? (Handing to 
the witnuss) 
a o A Yes, 

Q Did anybody other than you, Lipsky and Pepper 
contribute to the formulation of tiat purchase plan? 


A No, sir. 


Q Can you tell me what Pepper's contributions were. 
A (No response.) 
Q If it's easier for you to recite the contents of 


the conversations you had, you may do that. 


A I can't recall the conversations specifically, 


» 


(^ 


8 
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A No, sir. 
Q I mean to include persons who might not be 


involved, such as your secretary Or another employee. 

^ No, sir. 

Q What, precisely or in substance, did you say to 
Pe per when you brought up the matter of the ethícs of the 
proposal? 

A Nothing other than, was this an ethical approach 
to the problem which John and I were trying to finalize. 

Q Did you ask him specifically about one or more 
features cf it? 

A John and I reiterated our desires to Mr. Pepper, 
and, from a legal point of view, asked Mr. Pepper whether 
he had any suggestionc es to how our acquisition of stock 
could be accomplished. 

Q Was that in the same conversation? 

A I cannot recall whether this was the first of 
many conversations which we had after June 14th. 

Q When you brought up with Mr. Pepper the question 
the ethics of the proposal, did you ask him specifically 
about the ethics of the price formula in the proposal? 

LA I rocall that the price formula was a suggestion 


by Mr. Pepper. 


Q Do you recall, either precísely or approximately, 
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with the syndicate closing failing to be cousummated. 

Mr. Pepper did so attend, and a full, detailed 
explanation was presented to the Board by myself, and at 
that point, I do not recall which director proposed that 
John and I be authorized to acquire the services of a 
financial consultant to represent us ia selling the assets 
of the corporation, and that each Dírector be given the 
right to suggest financial institutions for our consider- 
ation. 

Q What did you do to carry out that mand:te? 

n I, personally, knew a gentleman with Smith, Barney, 
and caused a meeting to be scheduled for Mr. Lipsky, 
Mr. Pepper and myself to weet with Smith, Barney, explain 
our problem and ascertain whether or not they would be 
interested in representing us. 

As I had not received any suggested recommenda- 
tions for contact with other financial institutions from 
any of the other Dírectors, through negotiations between 
Mr. Pepper and Smith, Barney, a formal letter of understand- 
ing and agreement was reached between Smith, Barney and 
Modern Teleservice, Incorporated, 

Q Do you have a copy of that? 


(Witness handing documeat to 
Mr. Jensen.) 
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A They were all after -- Mr. McCandless was 
July 5th. Mr. Martin was June 26th. The disi were 
efter July 26th. | 
MR. JENSEN: Off the record. 
(Discussion off the record.) 
Q Did Smith, Barney establish contact with anyone 
else, or have you given us all of your contacts? 


A To the best of my knowledge, I had no other 


meetings in conjunction with, or arranged for by Smith, 
Barney. | 

Q Apart from whether ycu participated in meetings, 
do you have any knowledge of any other approach made by 
Smith, Barney -- 

A Not to my knowledge. 


Q -- or for Smith, Barney, for that matter? 


A Not to my knowledge. 


Q Among those that you mentioned to us before, | 


I believe that A.E. Martin was the first one. | 


A Yes, 
0 What 1s A.E. Mart n? | 


à To the best of my knowledge, in layman's terms, | 
|| 

| 

97 | 

he is a finder for possible companies acquiring one another. 


Q Did you meet with him? | 


A Yea. 
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Q You took no position on it? 

4 The offer was made known to the Board of 
Directors, but the offer was withdrawn by Screen Gems 
before any action was taken, negative or posítive. 

Q ‘hen was it submitted? 

To the Board of Directors? 

To the Board of Directors. 

At the meeting on September 13, 1967. 
Did you submit it? 


Yes. 


Dr © > ot 


Did you make any recommendations with respect 
to it to the Board of Directors when you submitted it? 

A No, sir. 

Q The letter refers to a meeting with you on the 
preceding day. 

Do you recall that meeting? 

A That was the meeting, the last meeting I had 
with Mr. Karp, at which he returned to his office and 
drew up the proposal which he sent to me for me to have 


at the Board ۶ Directors meeting the following day. 


Q Were the terms of the proposal worked out during 


that meeting? 
A I had nothing to do wich his proposal. His 


proposal was unknown to me until it came into my hands. 


"tc 
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had -- 

A Mr. Karp was fully aware that we were being 
represented by Smith, Barney and with Mr. Pepper, and 
I suggested that he work through these people. However, 
he said he praferred to handle the negotiations on a 
direct basis with me and would finalize our discussions 
with a suggested proposal. 

Q Did he ever get that far? 

A Did I ever get how far? 


Mn. JENSEN: Please read back the previous 


answer. 
(The reporter read the 
penultinate question and the 
answer thereto.) 

A Yes, 

Q Were there any talks by anyone on behalf of 


Teleservice with Screen Gens after the September 13 letter? 
A Mr. Karp called me on the phone the morning of 

September 20, 1967 and advised me that he was sending a 

telegram to me to the effect that the offer made by 


Screen Gems was bein‘, withdrawn. 


Q Did he state a reason? 
A No, sir. 
Q Do you have a copy of the telegram? 


4 Yes, 
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2 | Q May I see 1t. | 
3 | , (Witness handing document to 


Mr. Jensen.) 


5 MR. JENSEN: Mark 1t, please. 


6 (Western Union Telegram, dated 
September 20, 1967, addressed 

7 i to J.R. Rítenour by Russell 
Karp, was marked Plaintiff's 

8 | Exhibit 49 for identification, 
as of this date.) 

° | 

| 

10 Q In this telegram Mr. Karp asked you to call him 

11 so that he could explain to you. 

12 A Yes. 

13 Q Did you call him? 

4 A I did. 

15 Q What did he explain to you? 

16 A He explained to me that it had come to his 

17 knowledge that through the efforts -- it had come to his 

18 knowledge that we were in negotiations with Fuqua, and 

19 because of this, they did not want to be negotiating at 

the seme time that understandings had been reached with 
Fuqua. 
Q Was that the extent of his explanation? 
A Yes. 
24 Q Were there at any subsequent time additional 
25 contacts with anyone at Teleservice by Screen Gems? 
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| telephone understandings? 
3 | A _To the best of my recollection, he had verbally 
4! presented to the stockholders, other than Lipsky and 
5 | myself, the plan for Mr. Lipsky and myself to acquire 
6 stock from the other stockholders, and that they had 
7 verbally agreed to such a plan, anc because of these 
B conversations, Mr. Pepper then caused the plan to be put 
9 in writing and presented to the stockholders for their 
10 signature of accoptance. 
Q X Can you place those conversations or that 
12 conversation, whichever it is, in tine? 
13 A Sometime between June 9th and June 30th. 
۲ 14 Q Is it your understanding that he was presenting 
15 to "UND CET about which you had informed him, or 


was it or^ that he was formulating? 
pos A The plan was being formulated by Lipsky and 
myself, with Mr. Pepper giving us guidance and legal 
counsel. 
Q After you had formulatea the plan, did you 
it ro writing? 


I believe the June 30th letter reduced it to 


Q Wien I said "you," I meant you and Lipsky. Your 


testimony was it was formilated by you and Lipsky. 


A MAA REP EA NAT O HERES PMID INN CRUE OO EY REVUE NEE Yusta TE AC BETEN 
a CA AAA 


ده 
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writing to Mrs. Arlinghaus. 
Q You, yourself, did not? 
MR. O'KEEFE: Did you send her any earnings 
reports of this company? 
THE WITNESS: No. 
MR. O'KEEFE: Off the record. 
(Discussion off the record.) 
Q From the time the June em ^ was formulated 
by you and Mr. Lipsky until the time it was reduced to 
writing on June 30, 1967, did you make an attempt to Speak 
with Mrs. Arlinghaus personally about the proposit on? 
A I do not believe so. 
Q Is it fair to say that you relied on Mr. P “per 
to talk to her about the proposition? 
A Yes, as he was representing her. 
MR. O'KEEFE: How about Clem Arlinghaus? 


THE WITNESS: Well, Clem Arlinghaus on the Board 


of Directors. 


0 Did yon give Mr. Pepper any instructions as to 
met he was to tell her or how he was to go about present- 
ing the proposal to her? 

A No, sir 

سم 
Q Under the letter-agreement, Mr. Pepper was to‏ | 


SR 
buy shares for his wife at $10 aiso. 
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MR. JENSEN: Yes, we will leave a blank. 2 TE 
A m——— 
Q Were the earnings of the Teleservice Division of | 


Sonderling reported separately? | 

A I don't know. 

Q I believe you have testified earlier that you 
continued in some capacity as an officer of Teleservice 
after its acquisition by Sonderling; is that correct? 

A Yes, sir. 

Q For what period of time did you continue 89 an 
officer of the Teleservice Division of Sonderlíng? 

A From April 9th, 1968 through February 28th, 1969, 
unless that was a leap year and there were 29 days in 
February. The last day of February. 

Q The last day of February, 1969? 

A Yes, 

MR O'KEEFE: The last day of February, 1969. 

Q Was an annual financial report prepared for the 
Teleservice Division during that period of time? 

Ë. Yes. 

Q Do you have a copy of that? 

A No, sir. 


Q Do you have available to you a copy of that? 


A No. 


۲06۰4 9 ۰ 2 


~——4-- 
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Q Have you seen a copy of it? 
4 Yes. 
Q Can you tell us what the earnings were for the 


fiscal period covered by that? 

4 No. 

Q Can you approximate it? 

A No. 

Q Can you tell us whether it was more Or less than 
for the preceding fiscal period? 

A I do nct recall. 

Q What was the 'as of" date of that financial 
annual report? 

A December 31, 1968. 

Q Was an earnings report prepared for the first 
quarter of 1968? 

A Your question again, please. 

MR. O'KEEFE: Was there an earnings report 
prepared for the first quarter of 1968. By that he 
means for the Trleservice Division. 

4. Yes; unaudited quarterly report, yes. 
Q Do you have a copy of that? 

A I do not believe so. 

Q Will you check and see, please. 


(Witness so doing.) 
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2 A I don't have any. N 
` MR. O'KEEFE: (To the witness) 1 have never 

4 seen any of the Sonderling material in your file. 

5 MR. JENSEN: This would not be during the 

6 Sonderling period. 

7 A See, they didn't acquire until April 9th, so the 
8 first quarter of 1968 would still te Teleservice. 

9 No, 1 do not have a copy of the unaudited 

10 quarterly report ending March 31, 1968. 

ii Q Do you recall whether it showed better or 


decreased earnings than for the corresponding quarter of 


the preceding year?‏ 13 فا 
A I do not recall.‏ 14 
Q Was an earnings report prepared for the second‏ 15 


quarter of 1968? 
A I don't know. 
Q Can you say that you have never seen such 


13 earnings report? 


A I have not seen one. 

Q Have you been given any information about one? 
A Not that I recall. 

Q Was an earníngs report prepared for the 


Teleservice Division for tke third quarter of 19687 


A I don't recall. 


228 
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Q It is your testimony, then, is it not, 
Mr. Ritenour, that yon have no recollection of any of the 
earnirgs results for any of the quarters of 1968, nor for 
the year of 19687 
A Your question is, jo I have the reports, or do 
I have knowledge of whet -- 
Q Do you have any recollection as to what the 
earnings were or -- 
A Yes. 
Q Tell me what they were, please. Teil me your 
recollection, please 
A My recollection is that 1968 was less in net 
profit than the year 1967. 
Q Were there any special non-recurring charges 
charged against the earnings for 1968? 
MR. O'KEEFE: Do you understand the question? 
THE WITNESS: No, I don't understand. 
Ma. O'KEEFE: The witness doesn't understand 
the question. 
Q Did Teleservice at one time employ a gentleman 


by the name of Mr. Hopson? 


Q In whet capacity? 


A I would like to know which Mr. Hopson you are 


referring to. 


0 


him later. 
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Let's leave Mr. Hopson for 8 minute to return to 


Did Teleservice at one time employ a gentleman 


by the name of Mr. Bliss? 


A 
Q 
A 
Q 
A 
Q 
A 


Q 


Yes. 

In what capacity was Mr. Bliss employed? 

As a salesman, 

Did there come a time when he resigned? 

Yes. 

Did a Mr. Hopson resign at about the same time? 
What do you mean by "about the same time”? 


About the tíme that Mr. Blíss resigned, at or 


approximately the same time. 


MR. O'KEEFE: Do you know when either one of 


them resigned? 


THE WITNESS; No. 
MR. O'KEEFE: Do you recall? 


THE WITNESS: Not by actual date, no; I do not 


recall. 


MR. O'KEEFE: Do you recall that they both 


resigned about the same time? 


Q 


THE WITNESS; Yes. 


I don't happen to know the first name of 


52-7878 
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Mr. Hopson. 

MR. O'KEEFE: Apparently there is more than one, 

Q (Continuing) How many Mr. Hopsons did 
Teleservice employ? 

A Two, 

Q Would you give me the capacities in which the 
two Mr. Hopsons were employec. 

MR. O'KEEFE: Give their first names, if you 
remember them, too so we don't have Mr. Hopson one 
and Mr. Hopson two. 

A Mr. John Hopson was the first employee hired by 


the Los Angeles office of Modern Teleservice as a film 


technician. 

Q Did there come a time when he resigned, 

A Yes. 

Q Do you recall when or approxinately when that 
was? 

A I do not recall. 

Q And who was the other Mr. Hopson? 

A Mr. Walter Hopson, brother of Mr. John Hopson. 

Q What was his capacity? 

A He was originally hired as a film technician by 


the Los Angeles office. 


Q D d there come a time when he resigned? 


> o > 


Q 
resigned? 


A 


Q 


A 
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Yes. 4 
Díd he resign at the same time as John? 
No. 


Do you recall approximately when Walter Hopson 


I do not recall. 

Would you tell me why Mr. Bliss resigned. 

MR. O'KEEFE: If you know. 

(Continuing) What reason did he give, if any? 
MR. O'KEEFE: That's a better question. 


I am thinking of the word. Well, to go into his 


own business as à mpetitor of Modern Teleservice, 


Did he actually do so? 

Ves, 

What was the name oí his business? 

I do not recall. 

Do you know wl.ether he is still in that business 
To the best of my knowledge, he is. 

Did Teleservice lose any accounts to Bliss? 
No, 

Did John Hopson resign for a similar reason? 
No. 

Did Walter Hopson? 


No. 


< 
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Q Do you recall the reason gíven by John Hopson | 


for resigning? 
A A difference of opinion of corporate policy. 
MR. O'KEEFE: He was unhappy? 
THE WITNESS: Unhappy. 
Q Do you recall the reason given by ۲۷۵166۰ Hopson 
for resigning? 
A To accept other employment by h!s brother, John. 
Q In what line of business díd John and Walter 
Hopson engage after their resignation? 
A Competitive to Modern Teleservice. 
Q What was the name of theír business enterpríse? 
A I don't recall at this moment, 
Q Are they still in that line of business? 
A 


I do not know. 


Q Did Teleservice lose auy account to the Hopson 
enterprise” 

A What do you mean by "enterprise"? 

Q The business that they established. 

^ They did not establish a business, 

Q Do you know who cwned tne business with which 


they became associated? 
A That fs the employer I cannot recall at the 


moment by name, 


a 


^ 


Y ALLCOURT REPORTERS, INC. 
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Q Did Teleservice ever lose any account to that 
employer, to the busiaess run by that employer and with 
which John Hopson and Walter !iopson became associated? 

A Not that I recall. 

Q Where is the location now of the financial 
records of Teleservice as an independent corporation? 

A I don't know, 

Q Do you know what happened to them at the time 
of the closing of the Sonderling transaction? 

A All papers and records became the property of 
Sonderling Broadcasting Corporation. 

Q Whet is the present location of the correspond- 


ence files of Teleservice as an independent corporation? 


A I do aot know. 

Q Were they surrendered also to Sonderling? 

A Yes. 

Q Were your correspondence records -- by that 


I mean, your records of your correspondence as Teleservice' 
President, including incoming letters and copies of 
letters that you mailed, turned over, lock, stock and 
barrel, to Sonderling? | 

A To the best of my knowledge. 


Q Would you tell me, from what files did you 


produce the papers that you have produced during thís 


Ll EN . 


or 


co 
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deposition? | 
A My own personal files. j 
Q Did you have a practice, while you were 


President of Teleservice, to keep copies for your own 
personal use of all, or at least some, of the corre- 
spondence you received and which you sent out as President 
of Teleservice? | 

A Yes. 

Q Where is that file located now? 

(Witness indicating.) 
MR. O'KEEFE: The witness is indicating my 

files. 

Q Does Mr. O'Keefe now have in his file your 
entire file of the nature that I just described? 

A Yes. 

Q Where is the present location of the records 
and files of Ritlip, Inc.? 

A I do not know, 

Q Is it correct to say that there came a tine 
when Ritlip was dissolved’ 

A I do not know. 

Q What was the last location of those records of 
which you had any knowledge? 


A 619 West -- 
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(Discussion off the record.) 


(Photocopy of document on the 
letterheac of U.S. Treesury 
Department, Internal Revenue 
Service, stamp-dated January 
17, 1967, addressed to DeWitt, 
Pepper & Howell, with attached - 
documents headed "Line 
Adjustment - Estate Tax"; 
"Explanation of Adjustments," 
consisting of two pages; 
"Computation of Es. te Tax," 
were marked collectivel es 
Plaintiff's Exhibit 4 fo 
identification, as of tiii 
date.) 


BY MR. JENSEN: 


Q 


You testified, I believe, that an offer by 


Mr. Ritenour to purchase Teleservice stock came to your 


attention early in 1967; is that right? 


A 


I said about right after the date of the offer, 


which was -- 


Mr. 


A 


Q 


What was the date of the offer? 

-- April 25th. 

Are you referring to a written document now? 
Yes. 


Do you have a copy present in this room, 


Pepper, of that document? 


A 


Q 


No. 


Do you have a copy anywhere? 


Yes. 
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alternatives available to Mrs. arl:nghaus. 

Q Car you repeat for us what you said? 

A Well, I stated that there were several alterna- 
tives; one, that they could reject Mr. Rítenou.'s offer | 
and, perhaps, have to employ new personnel if there should 
be a defection from the organization. I didn't use the 
word "defection," but I mean, if anyone left. 

I may interrupt myself: There were two vice 
presídents of the company who had left shortly before. 

Q What were tne!” names, Mr. Pepper? 

A 1 don't kmow, but they had just left the 
company within a few weeks before to take other وی‎ IEA 

Q Yes. | 

A (Continuing) And the second alternative was 
that they could remsin as minority stockholders instead 
of controlling stock’ -..^x8; and the third ís that they 
could make a counter oxfer to sell their stock at a 


higher price. 


Q Did you mention any other alternatives? 
A No, to the best of my recollection. 
Q Who brought up the question of defections or 


possible defections from the company, Mr. Pepper, and I 


realize that you didn't use the word; the possibility of 


personnel leaving. Who brought up that possibility? 


1 | 5. Pepper 77 | 


2 | A I don't know how it came up, but I reviewed the 
$3 discussions that we had bee. having for four hours, a long 
4 time, down in the concourse, and 1 summarized it by saying, 


5 "Now, there are three alternatives for you to consider," 

6 and it was left that way. 

7 Q Did I hear you to say that the luncheon 
conference took four hourr? 

3 A No. We had been in conference from about 12:00 
to 4:30; maybe three hours in the Rainbow Room and then 
an hour and a half ín the concourse of the RCA Building. 

Q Do you recall now your reaso:: f.. mentioning 
13 the possibility of departure of personn: ., or do you juet 


14 remember mentioning it? 
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A Well, it had just happened in the company. 

Q Was there any other reason for bringing it up, 
that you recall? 

A No, but I think a competent lawyer should think 
of such a thing, and I thought that was part of my duty, 
to think of such a thing. 

Q Do you recall whether your thinking of such a 
thing at that particular moment was prompted by something 
said during the Rainbow Room conference? 

A I don't recall. 


Q Have you told us now the sum total of your 


> Oo > 


0 


Who? 


Stat's. 
No, but I may have a record of it. 


Have you listed for us all of the participants 


of that meeting, Mr. Pepper? 


A 


I don't recall who else came in and out of the 


` What transpired at that meeting? 


(ell, ther wanted an extension of time. 
What was your response? 
Negative. 


Did you know, before you came to the meeting, 


that an extension of time would be asked for or might be 


asked for? 


A 


I didn't know -- I don't recall whether I knew 


or didn't know, but I anticipated that there would be & 


default. 


Q 


A 


from Mr. 


Q 


What facts led you to anticipate that? 
1 would assume that there was some communication 
Ritenour. 


When you got that communication from Mr. Ritenour 


did you take up with Mrs. Arlinghaus the question of 


whether an extension should be granted? 


A 


No. 


a مت‎ — 
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A The whole subject matter was included in 4 
letter dated December 21, 1966 by me to Mrs. Arlinghaus, 
copies of which were given to Mr. Clemens Arlinghaus and 
to many others by Mrs. Arlinghaus. 

Q Anything else? 

A I have a memorandum that Mr. Ritenour stated he 
would discontinue seeking to get an acceptable price for 
the Teleservice stock. 

Q Is this dated before 1967? 

Yes. 
What's the date of that? 


December 19, 1966. 


Is that a memorandum? 


A 

Q 

A 

Q 

A Yes. 
Q By you to yourself -- 

A Right. 

Q -- or by Mr. Ritenour to yourself? 
A 


By me to myself. 


Q Anything else? 

A I didn't look beyond these documents. 

Q In other words, you have not -- 

A May I say this, that I have given your client 


copies of every document that I have sent out relating to 


her affairs. 
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since the original offer was net to my people, somebody 
would have to pay me a fee. 
Q Which offer do you refer to when you say "the 


original offer"? 


A The one of August 25, 1967; Plaintiff's Exhibit 
13, 
Q You are referring to an offer made after -- no; 


Mr. Pepper, you are referring to an offer made on April 25, 


1967. 
A April; I am sorry, 
4 Correct! 
A Yes. 
For what was that fee to be paid to you? 


Q 
A For my work in consummating the thing. 
Q What thing? 

A 


The sale. | 


s 1, 


Q The sale with Messrs. Ritenour and Lipsky 


t 


proposed on June 9th* 
A Yes. 
Q I didn't understand your reference to the 
April 25th proposal. 
Would you elaborate on that, please. 


۲ ۷ 
| ۸ Well, under the April 25th offer, as amended in 
i 


a letter with Mx. Scharf, a later exhibir, the selling 


TORO We AMES sss. ut 


> امج اه “Ad‏ 


—n ` 


S. Pepper 


group were to get a net of $20 a share, That traraaction 


did not include any compensation for me. 


Q Compensation for what, Mr. Pepper? 
A For acting as agent in the transaction. 
Q It was my understanding of your previous 


testimony, Mr. Pepper, that you did not expect to be 
compensated for whatever services you rendered for anyone 
in connection with the attempted consummation of the 
April 25th offer. 

Now what you are saying seems to assume that you 
were going to be compensated, 

Would you clear that point up, please. 

A Weil, I had no specific agreement about the 
April 25th offer, as modified, and in this one, I felt 
that I ought to get some compensation. 

| Q Is 1t fair to say that while the April 25th 
Mns was still alive, you had an expectation of 
getting paid something for your services rendered in 


negotiating and consummating that agreement: 


A I didn't negotiate that. 
Q I think your testimony was that you were 
negotiating for a higher price. Maybe I am mistaken. 


A Yes, I did get the higher price, but I didn't 


originate the offer and the offer had been accepted by all 


MD 


REDOR 


LL COURT 
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the persons, other than Mrs. Arlinghaus and Howard Eberle, 
promptly. 
Q Yes. Now my question was whether, while this 


agreement was pending, you had an expectation of realizing 


something from it. 


— 
^ I had a hope. 
doe; 
Q From where did ycu expect to realize that 


compensation or hope to do so? 

A I hoped that somebody would be generous and 
realize that I still had to make a living. 

۱ And whom do you include in the category of 
"somebody," Mr. Pepper? 

^ The selling group. 

Q Anyone else? 

A No. 

Q Have you given us your total recollection of 
your meeting with Ritenour and Lipsky on June 9th after 


the closing meeting? 


A Yes, 

0 Did you make any memorandum of that meeting! 

A Not that I recall. k 

Q Can you state that you do not have any memorandu 


of that meetíng? 


A I have looked for something; I haven't found 


Ole eee S ee 


O 


mm 


co 
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A I don't know, but Mrs. Arlinghaus was in constant 


communication with me, Mr. Eberle and Bogaards, and just 
how the plans originat.d, I can't at this moment state. 


Q Do I understand you correctly when I understand 


you to say that Mr. Eberle, Mr. Bogaards and Mrs. Arlinghaus 


contributed to that exchange? 
A I don't know. I was in touch with them. 
Q What was your contribution to that exchange of 
ideas, Mr. Pepper? 

A I do remember that the $7.50 price that 
Mr. Ritenour had originally proposed seemed to me to 
present some problems, because the stock, if sold at that 
price, would result in a loss, 

Q To whom? 

A To the Estate, the stock having been valued, 
after adjustment for a stock split, at pretty close to 


$10 a share. 


Q For Estate tax purposes: 

A Yes. 

Q There was a 'put' price in effect at that time, 
1 n't there 

^ About a little higher. 

Q Would you say $16: 

A That would probably be correct. 


N 


2 
` 
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2 defer it. 

3 ES Did you suggest to Mrs. Arlinghaus that she sell 
4 thirty percent to the Ritenour group instead of forty 

5 percent of her stock at any timc? 

6 A Not that I recall. 

7 Q Did you advise Mrs. Arlinghaus as to the 


legality of the proposed 3ale? 
à A Specifically? 


Q Specifically. 


il A No. 

12 0 Did you form an opinion as to the propriety ا‎ 'er 
13 the law of a purchase by Messrs. Ritenour and Lipsky at 

14 the price of $10 of forty percent of the Estate shares and 


all of Mrs. Arlinghaus' own shares? 
MR. ROSEN: I will object to the form. 
MR. JENSEN: What's wrong with the form? 
MR. ROSEN: The use of the word "propriety." 
MR. JENSEN: Change it to "legality." 
A I thought it was legal. 
Q Did you do any research on that question, 
Mr. Pepper 
A Not that I recall. 


Q Did you advise Mrs. Arlinghaus as to the 


adequacy of a $10 payment: 


1 S, Pepper 182 


2 A Well, I don't think we discussed the word 
3 "adequacy," but I pointed out to her that if she did not 
4 net at least $20 a share for all the holdings, the $20 
5 being the amount that she wanted from Mr. Ritenour and his 
6 associates on June 9th, 1967, that in that event, she 
/ could re-acquire from Mr. Ritenour all the stock trans- 
ferred by her pursuant to the authorization given by her 
to me on June 30, 1°67. 
3 Q Did you tell her anything else about the adequacy 
۱ 
ç or bearing on the adequacy of the price of $10? 
3 12 A Well, as I have already testified, she was to 
4 13 get better than $20 a share, and if she could not do at 
3 
1 least better than 520 a share, the whole transaction was 
1 reversible. 
Q i think that's what you said before, isn't it? 
E MR, ROSEN: Yes. 
7 
i 9 Have you given us now your entire recollection 


as to your discussions with Mrs. Arlinghaus about the 


A Well, I am giving you my discussions with 
irs. Arlinghaus. We did not discuss adequacy, in quotes, 
as you have inserted it in your questions. 

We discussed the contents of these letters. 


Now, there came a time when the stock was 
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2 | MR. JENSEN: I press for an answer. 
$1 MR, ROSEN: I direct him not to answer. 
4 Q Was the possibility of the sale of Teleservice 
$ shares or assets discussed with anyone, to your knowledge, 
6 at any time after June 30, 1967: 
7 A (No response.) 
8 i Q There was an eventual sale to Sonderling, and I 
9 take it it was mentioned to Fuqua. 
10 Now, were there discussions with anyone else, 
11 to your knowledge, on or after June 30, 1967? 
12 A Yes. Bear, Stearns -- 
13 Q Can we take them chronolog'cally, Mr. Peppe: 
14 A I can't. 
Q All right. 
A Bear, Stearns, a brokerage or banking firm, came 
y in and wanted to buy Modern Teleservice, Inc. 
Q What did they want to buy? 
A We didn't pet into a discussion of that. 


۲ was informed by Mr. Ritenour that he would 

consider 5 breach of falth with Fuqua Industries if we 
had any discussions with anyone else while the Fuqua deal 
was still pending. 


0 As far as you know, no one received any indicati 


to what the possible purchase price would have been tt 


o) 


- 
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that deal had gone through? 
A If that deal -- 
MR. ROSEN: You mean Bear, Stearns? 
MR. JENSEN: That's right. 
Q Bear, Stearns, Mr. Pepper. 
A No. We had no discussion. except to tell them 
that we were unable to negotiate ۲ :h them. We had a 
commitment elsewhere. 
Q Anyone else? 
MR. ROSEN: You mean besides Fuqua and Sonderling? 
MR. JENSEN: Sonderling and Bear, Stearns. 
MR. ROSEN: And Bear, Stearns? 
MR. JENSEN: And Bear, Stearns. 
A I think Wometco was interested, 
Q When did you first hear or see an indication 
that Wometco was interested? 
A That was in the late fall of 1967. 
Q How did you find out that Wometco was interested’ 
A Wewetco was interested in Modern Talking Picture 
Service and then asked 11 they could get an opportunity to 
look into the Teleservice transaction. 
Q Did anyone talk price with Wometco, as far as 


you know: 


A Yes: I did. 


4Y 
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Q Will you give us those conversations. 


A Their price, I think, was in stock of their 


company in the amount of two million dollars, to the best 


5 of my recollect'on, based on the premise that Teleservice 


e 


would have a net income of $200,000 for the preceding 


7 fiscal year. 

8 Q Was that the best price you heard from them? 

9 A It was nc. an offer; it was merely an indication 
10 that their yardsti for acquisitions was roughly ten times 


l] earnings. 


REPORTERS, INC 


12 Q Was anything else said about price in your 


1 


conversations with them? 


` 
١ 
تع‎ 


14 A Well, they wouldn't go beyond Fuqua's price. 


ALLCOUR 


15 Q Whom did you discuss this with; whom on behalf 
of Wometco? 


au s A A chap named Wolfson; Dick Wolfson. 


18 Q Is he an employee of Wometco? 
A Executive Vice President, so I was told. 
9) Was there a broker involved: 
A There would have been, yes. 
Q Who would that have been? 
A That would be Harris Schapiro. 
Q Were there any other prospective or possible 


purchasers during this period of time? 


~ 
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that they were ribbed about when we'd leave their office; 


"there goes the company, down the elevator"; or, we'd get 


into a cab; "there goes the company" again. 

Q You are talking now about Messrs. Ritenour and 
L ‚sky? 

A Yes. 

Q And you are referring to them as being the 
company? 

A Right. 

Q Because of their prominent position in th 
company? 

A If I may refer you to my statements about IRS, 
I took the position that they were the company. 

Q My question wss: Was Mr. Lipsky present during 
that discussion? 

A We had so many discussions along that line with 


other persons who were present, and so on, and Mr. Lipsky 


was in the California office of the company. Whether he 


recall. I do know he was in New York around June 9t nd 
probably throw sh the directors ceting on June 19th. What 
he did after that, I have no recollection. 

Q Tell us, please, who were the other persons who 


were present during these discussious. 


١‏ هم 
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they wanted and they decided and demanded of me." 
Did you make such statements, Mr. Pepper? 
Would you like to read it? I will hand you the 
transcript from which I read.  (Handing to the witness) 
(Witness looking at transcript.) 
Q Will you please, before you look at the rest of 
tae transcript, will you please answer my question. 
A Did I -- 
Q Make such statements or similar statements. 
4 What is it from the original meeting? Does she 
mean after the original? 
What meeting are you talking about? 
Q Let's forget about the occasion. 
Did you at any time make such statements to 
Mrs. Arlinghaus or anyone else? 
A Well, I could only put it on a basis of what 


I undoubtedly told her. 


Q Well, thank you. That's satisfactory. 
A (Continuing) ¡hat Mr. Ritenour and Mr. Lipsky 
were not under contract and that they were free to leave 


the euployment of the corporation, in which event they 
could probably take certain key accounts with them, and 


there was one Chicago company, whose name escapes me right 


now, whose business comprised approximately 43 percent of 
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agreement. 
Why did you not want to participate in those 
negotiations? 
A Well, I was counsel for the corporation and I was 
counsel for Mrs. Arlinghaus, as Executrix, and there had 
been voiced objections to my participating in any such 


negotiations. 


Q Yes. Who voiced those objections? 
A Well, they were voiced by the management of 


Modern Talking Picture Service, which had the identical 
problem, and I don't recall whether or not the management 


of Teleservice had spoken along the same lines. 
i 6 


Q Jere you not also counsel for Mrs. Arlinghaus, 
individually, and as a custodian? 
A Well, I've admitted in my Answer that I wi 


counsel for them during the time of the Complaint. 


I have not been paid by any of those persons. 
Q Mr. Pepper, did you receive back all of the 
papers which you handed me 4 licr foi 
, Yes 
Q I show you now a copy of Plaintiff's Exhibit 18, 
memorandum said to be of Mr. Ritenour's, ín longhand, 
with the addition of "Pius SP" in your longhand. (Handing 


to the witness) 


$ 


7 
a 


A Yes. 

Q (Continuing) And I ask you: When was the 
addition "Plus SP" made? 

A Subsequently. 

Q Subsequently by how much? 

A I don't recall. 

Q Who was present when you made that insert? 

A I have ào recollection of anyone being 


C It meant that you were to be paid somethi 


۸۸ 4۸۸ 


A It meant, as I have heretofore testified, t 
the sellers were to get net sums. 
Q How much were you to get if tnat deal 
through? 
A That was not discussed, 
Q In other words, "Plus SP" means plus 
undefined to Sidney Pepper; is that right? 
A If there was going to be any deal and if any fee: 


accrued to me, the sellers would not bear any part oí 


Q You are talking about legal fees, aren't you, 
11 Peppe r 
A^ Yes. 
Q And they would be legal fees not in negotiating 


that particular contract, but ín selling Teleservice 
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not at $7.50, but at 


Did you render services and bring abc t 
sale? 

A This is the sale, what, J € 30th 

Q Yes; the sale that actually too! place. 

A Yes. 

Q you Ld 18 et in; those er 

A No. 

Q Did you at one tiue propose a purc 
Modern Talking Picture 5) ice stc for 510 a 
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To J. P. Ritenour, 
John J. Lipsky end 
“irlaa J. Pepper 


To induce you to deliver your respective pronisuor 
motes to the order of the estate of Frenk H, arlingheus, de- 
teased, on account of the deferred portion of the purchase 
price of the shares of Modern Teleservice, Inc. stock sold to 
you today, I agree to pay the federal estate tu: ef the estetc 
of Frank H. Arlinghaus in full, prior to the maturity of the 
Bald notes r^i agree that the said notes shell be eubject to 
reduction prorata for any unnaid Tedera state tor as 315211 
Which is now s lien on the shares sold L. me to you respective] 
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2. June 30, 1967 


Mrs. Frank H. Arlinghaus, 
Windmill Lane, 
Rumson, New Jersey. 


Dear Rosalie: 


You have signed and delivered to me my letters 
of June 30, 1967 to you. I agree not to release those 
letters until you notify me within the next day or two 
that the letters may bc releascd. In any event, the letters 
will not be released by me until substantially similar letters 
have been signed by Howard Fberle, William H. MacCallum, Anna 
Herls, Harry Bogaards and Elsie W. Cox. 

As and when the documents arc rcleascd by me, I will 
deliver to you documents signed by Mr. Ritenour dated July و1‎ 


. 1967 in the form shown to you. 


Very gincerely, 
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| 3. There is a procecding now pending ín t, | 
| I 
1 New York County under Index (5522/68 to require the said Pepper to dce- | 
I 


liver up the said Stock Certificates, boozs and papers upon which he ha 


claimed a lien and the parties hereto now desire to adjust their differ- 


| 
| 
| 
| 
| 


4. Accordingly, the parties hereto agree that -e s ‘ | 

, paid to Pepper, in full satisfaction of all claims for services rendered 
| 
| | 
| to the Stockholders and the Corporation, the sum of $75,0 s 1 5 
| only 

sum is to be paid by the Stockholders to Sidney Pepper P et c 

r 7 2 Pt li 

| -— ' ERN ; ; vm à; 
| executed assi nt attached heri and made a part hereof 
i} 
li 
l i 
| 5. Upon receipt of the said $75,000, Pepper shall have 
| further claím of any kind or t; the Stockholders or t | 
| 
| Corporation and the Stockholders on one hand and Peppsr on t r 
| hand shall fortwith ۷ general releases, releasing eac Es 
| 
| 6. The Stoc lders also warrant and represent t the 
| executing this agreement and the assignment of the $75, f ۰ 
| 
| their own free will in the presence of ea ther and gfxtikeiz Attor 
} 
|| William F ۷ ٩ 1 Par eins 4 ar at ar +} T £ 
Il wliliam ۰ kelly, Esq., who is present at the exe L é 
| 
| wa 

ment. 
| 
| 
| 
| 7. In the event the erman ger Gr 1 t € 
| 5 
| 1 ۹ 1 T ^ 
۱ corporate stock of the St lders 1 or before June 24, 1908, t 

hercby agreed that the Stockholders and the Corporatíon, individuali 1 
| jointly shall restore said Pepper to the same posítíon he heid pri 
| thereto and shall cause themselves and the Corporation to return the tock 
| and papers which he | tl jate delivered to them, s is to ré 

14 5 | 
| ¿1en. 

| 

| 4 xd 
| John J. . Lirsky and any collaterinl security for suid notes 
|| * except f ä ۱ ۱ " / 
| | t t ited by ri I er ind ۱ 
| Pi » Ind, 
| 1 r 

addition, Pepper apri to execute and deliver a ger rel e to 


In Witness Whereof, the parties tave executed this agreement 


this 7th day of June, 1968 
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Stockholders 
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Rosalie M. Arlingbaus, Individually, Aliz Ann Arlingnaus / | 
as Lxecutrix under Will of Frank ii. Ti | 


۱ Arlinghaus and as Custodian for 
۱ cach and all of her children | 
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Dated: June 7, 1968 


We, the undersigned, hereby irrevocably convey, transfer 
and assign unto Sidney Pepper, His heirs, assigns and representa- 
tives, fom the funds due and payable to us on the sale of our 
stcck in Modern Talking Pictures Service, Inc., t 
money set opposite our signatures, and we do here! 
Purchasers of the said Stock, to pay the said sums essigned 
Sidney Pepper to his attorney, Jack A. Rosen, as attorney for 
| Pepper, out of the first monies due to us on the said sale of 
our stock. We also direct that the said sums due to Pepper shal 
be paid simult aneously with the balance cf the purchase 
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|As custodian,for John C. arlinghaus 
I 

| 

| 

I 

| 


Wm. H. Mac Callum ١ | 
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Alexandra Mac Callum IPA. LU I-A. 
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A No. 

Q Thank you. | 

Can you give us, chronologically, the events | 
which led up to the May, 1967 proposal, as far as you are 
aware of them? 

A Mr. Shapiro had two money men who were interested! 
in purchasing the company, a Mr. Stat from Wilmington, | 
Delaware and a Mr. Zinman, Jacques Zinman from Mq 

Their plan was to buy all the outstanding shares 
of Modern Teleservice at $15 a share. 

Mr. Ritenour and I would particípate in the new 
company as shareholders. 

The $15 a share proposal was made to each of the 
shareholders. They all accepted, with the exception of 
Rosalie Arlinghaus; she thought the price was too low. غ1‎ 
was renegotiated to $20 a share and everybody went along 
with it. 


f Q When did you first hear about the proposal which 
iun RE made? 
(Witness looking at document.) 
A In April of 1967. 
Q What happened in April of 1967? 


A Mr. Shapiro introduced Zinman and Stat to us. 


Q You had met Mr. Shapiro before, had you not: 


time, yes. 
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there was nothing definite. 
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A I suppose he had been in the office before that 


4 | Q Did you talk to him before about the possibility 
5 of someone acquiring some stock in Teleservice? 

6 4 No. not for some of the stock of Teleservice; for 
7 | tue sale of Teleservice. 

8 Q Can you give us the substance of your conver- 

E sations. 

10 A No. It was just generalities. By that I mean, 


That we were an interested 


12 party, the company, Modern Teleservice, to a marriave with 
13 a larger company who would help us in our growth activities, 
14 Q Is it fair to say, then, that the type of 
15 transaction that you and Shapiro first discussed was the 
\ 16 merger of Teleservice into a larger company? 
i | | | | 
| 17 A I don't know if it's fair to say so. I'm sure 
18 it might have come up in our conversations. We were a 
19 willing bride, 
MR. JENSEN: Off the record, 
í (Discussion off the record.) 
Q T! eporter has just reread the previous answer 
in which y« eterred to a possibility of merging into a 
i 1. "ger company. 
25 That was one of the possibilities, ye 
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Q Will you tell us everything you remember about 
"our conversations with Mr. Shapiro about that possibility. 
A First, you've got to remember that Mr. Shepiro 
was not only a broker, but a salesman, and he was actively 
looking at different companies to merge with one anot'er so 
that he could make his fee, his living. 

In our conversations -- and Mr. Shapiro made a 
habit of walking in and out of the office severul times 
during a period of weeks -- and in our conversations 
arou: . a table or a desk, he w tell us whet his 
activities were and what he could do for our company in a 
merger with another c npany, either the same size as us or 
larger than us, and these possibilities were all discussed. 

We were looking for the best route to go for 
expansion and growth, 

Q Did he mention the name of any company with which 
he thought you might merge? 

A No. He mentioned many companies that he had 
connections with, but not any -- he never mentioned any 


that were definite possibilities for us, no. 


Q Can you tell me which companies he did mention. 
A I don't remember offhand. . 
Q Do you remember any of them 


A No, I really don't. These were just conversations. 


- 
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Q Did Shapiro ask you for information about the 
business of Teleservice? 

A Well, I'm ¿ure that he did. He'd have to know | 
what we were al tout in order to get us a marriage. 

Q Did you answer his questions? 

A I am sure I did. 

Q Could you tell us what you told him. | 

A What our company was, how many people we hac, 
what our activities were, approximately what our gross 


revenues were, what we were looking for in a marriage, what | 


people could do for us, what other people could do for our 
company. | 


Q Approximately what period are we talking about 


now? 
A Merch, April, 1967. 
Q Had you ever met Mr. Shapiro prior to 1967? 
A I really don't remember the first time I met 


Harris. | 
Q Did you discuss the price at which the company | 
should be sold with Mr. Shapiro? 
A That was pretty much left up in the air. The 
price had to be good for all the shareholders. 


Q Did you discuss with Mr. Shapiro the possible 


methods of computing the price? 
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A I, personally, did not. 
Q Do you know whether anyone else did? 
A No. 

Q Did you furnish Mr. Shapiro with any materials 
reflecting the business of Teleservice? 

A We may have. 

Q Did anyone, to your knowledge, get out a 
presentation for him, either for his own use or for him to 


use in talking with prospects? 


A No. 

Q Did he bring in any prospects? 

A No, not ti.at I know of; no. 

Q Excepting, now, Messrs. Zinman and Stat. 

A Yes, Mr. Zinman and Stat. 

Q When did you first hear about either Stat or 
Zinman? 

A Probably in our conversations in April of 1967 


or March of 1967. 


Q Do you remember the occasion when you were first 
told of the intcrest of either one of them? 

A I think Mr. Harris said -- 

Q Do you mean Shapiro? 

A Harris Shapiro. 


-- that there was a possibility that he could 
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Was it in the form of an employment contract? 

A I'll send it to you, 12 you like. I don't 
venenbar whether it was an employment agreement or whether 
it's just a page listing down what would be done for me. 

Q Don't send it to me, send it to your attorney. 


I am sure he will send me a copy. 
AU 
MR. JENSEN: -I have no objection to that; do you, 
| 
| 


Mr. O'Keefe? 
MR. O'KEEFE: I have no objection to him sending 
me a copy. 
MR. JENSEN: Well, we'll take it from there. 
Q Do you have a comparable draft or note sheet of 
what was to be done for Mr. Ritenour? 


À No, I don't; just for myself. 


Q Do you recall any of the items on that sheet or 
draft? 

A As far as I was concerned? 

Q Yes. 

A “hat I was to be gifted twelve and a half 
percent ownership of the company; that I was to continue at 


my present salary; that were any dividends paid, I would 
participate in the dividends; that at a later date, I may 


have stock options. 


Were they spelled out? 
y 
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A No, 
Q Do you recall any other of the terms? 
A No, I don't. This is five years ago and I have 
not looked at it in five years. 
Q You mentioned the possibility of a five-year 


term a minute ago. 


A Yes. 
Q That was on it too, wasn't it? 
A I'm sure it said that I would be given a five- 


year work contract. 

Q Will you give us all of the conversations you had | 
with either Shapiro or other members of the syndicate from 
the time of the sending of Plaintiff's Exhibit 13 until the 
closing. 

A We were notified by Sidney Pepper, who was 
counsel for Rosalie Arlinghaus and the Estate, that $15 
per share was not agreeable. I notified Harris Shapiro 
that $15 was not agreeable and that they had to come up 


with a higher figure. 


Q What did he say to, that? 
A That any price was negotiable; that he would have 


to check with Stat and Zinman to see how much more 
financing they could get to come up with the $20 or what- 


ever the new figure was per share. 
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have said? | 
A No. | 

Q (Continuing) Or what response you got? | 

A Well, it was a negative response. They wouldn't | 


accept the $15 and wanted more, 

Q Do you recall talking with Pepper yourself during 
this conversation? | 
A I don't recall exactly. I am sure there must 

have been some sort of polite words between us. 

0 Do you recall anything more about the Rockefeller 
Center luncheon conversation as far as it bears on the sale 
of Teleservice stock? 

A I think it was at this luncheon that I told 
Rosalie that I wanted shares of stock. 

Q Can you tell us — what you told her. 

A I think it was a sort of a plea that I had worked 
for almos® twenty years for a company that I had helped 
formulate and give birth to and helped raise. There was 
no other company like this in existence. We were the 
founders of this type of print procurement service company; 
that by thís time, in 1967, we had about forty competitors 
and we still thought we were the top in the field, and all 


of this hard work, and we were not asking for anything for 


free; we were willing to buy anything that would give us 
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ownership in the company. 

Q Do you recall anything more of what you said to 
Mrs. Arlinghaus along these lines? 

A Not really. 

Q Did you at any time in Mrs. Arlinghaus' presence 
threaten that you would resign from the company if you 
could not buy stock? 

Of course not. Where would I go? 
Did you ever do it in anybody else's presence? 
Yes. 


When was that? 


> a > o > 


I never threatened to resign in anyone's 
presence because I couldn't buy stock. 

Mr. Ritenour and I had our tiffs and I 
threatened to resign in front of Mr. Ritenour, but that — 
long before stock was ever mentioned or we thought about 
formulatíng a new company, and that was only because it was 
an exasperating day, but threaten to resign because of not 
being able to buy stock, no. 

Q Did you threaten or mention in front of Mrs. 
Arlinghaus that you would or might resign if you couldn't 
get stock? 

A No, of course not. 


Q Did you ever do so in anybody else's presence? 
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A No, never. 

E Did you ever hear rumors to that effect from 
anyone else prior to the institution of this lawsuit? 

A Not really. 

Q When you say "not really" -- 

A As in any business related to the advertising 
business, rumors fly constantly. There are thousands of 
rumors a day. I have had calls from advertising agencies, 
"John, I have heard you are resigning." Rumors like that 
fly constantly. 

Q Did you ever hear rumors like that between the 
stockholders meeting that you testified about before and 
the June proposal? 

A No. 

Q Did you at any time hear any rumor from any other 
source that you had threatened to resign? 

A No. 

Q Did anyone at any time suggest to you that you 
had done so prior to the institution of this lawsuit? 

A No. 

Q Did you ever discuss with Mrs. Arlinghaus any 
suggestion that you had made such a threat? 


A Did I ever? 


Q Discuss or talk with Mrs. Arlinghaus about any 
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suggestion that you had made such a threat? 
— 
À No. ) 
we 


Q Will you teil us what happened after the 
Rockefeller Center luncheon, or have you already told us 
about that? 

A Well, after that, when Sidney Pepper got back to 
us and said -- or a $20 per-shere value was agreed upon, 
I contacted Harris Shapiro and said that they would buy 
$20 per share. He contacted Stat and Zinman and they 
agreed that $20 a share they would go along with and they 
were all set for closing. 

Q Would you tell me what happened after that with 
respect to this transaction. 

A I believe it was June 9th -- may I look at 
Mr. Ritenour's notes? 

Q Sure thing. 

(Witness so doing.) 

A On June 9th, we met in Charlie Scharf's office 
for closing of the syndicate deal. 

Q Do you have a present recollection of that 
meeting, sir? 

A Yes. I'm not looking at his notes. There is 
nothing in these notes on it. 


Will you tell us what your recollection is as to 
y 7 


l 
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nay have settled down to fifteen percent. It's probably 
as much as we could afford, considering that we had trust 
funds, moneys that could be closed out that could be used 
to pay for the shares of stock. 

Q Did Sidney Peppe: in any of his conversations 
with you, either in connection with thís proposal or in 
connection with the previous proposal, suggest in your 
presence that he use the ploy of telling the stockholders 
that you and Mr. Ritenour would quit if you should not get 
the shares you wanted? 


A Yes, I believe he did. 


Q Do you know when that was? 

A It had to be during these conversations. 

Q In other words, in connection with the June 30th 
proposal? 

A Yes. 


Q What did you say to him about that? 


A Mr. Ritenour got a little violent, was goirg to 


throw Sidney out the window -- I think it was a pretty 
good reaction -- and said to him, "Sidney, if you ever do 
that, it will be a goddamn lie. You don't have my 
authority. We're not quitting," and I said, "Sidney, 
double goes for mc, We have no intention of quitting. We 


don't want you to use it as a ploy. We don't want you to 
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Q Was anyone else present, besides you and 
Mr. Ritenour or Mr. Pepper, on the occasion of that? 
A No. 
Q Did you ever hear Mr. Ritenour refer to such a 


rumor in Mrs. Arlinghaus' presence‘ 

A No, becausc I probably wasn't there. 16 it 
happened, I don't know. 

Q "ou never heard Mr. Ritenour refer to such a 


rumor in Mrs. Arlinghaus' presence; is that a correct 


statement? 
A Yes. | 
Q Now, did you ever learn anything about the 


source of that rumor? 
A No; I never learned the source of that rumor. 


Q As you sit here now, you have no knowledge or 
indication of “he source of that rumor? 

A I could speculate, but I won't, because that 
would be dishonest. 


Q No, I don't want you to speculate. 


72 


So the answer is no, I take it, to my question. 


A The answer is, I don't know. 


Q Now, this was a side trip. Let's get back to the 


negotiations leading up to the presentation of the June 


proposal. 


30th 
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any negotiations with anybody that became le fruitful, unless 
3 | he brought us into it. He was a father to us. | 
« | EB A 
t | A I had that understanding and 4 that feeling, yes. 
3 | î ir — on something he he told you? gc ER 
7| A Possibly at a luncheon meeting, yes. — > 
8 | en. ee 
10 | never do In Frank 
| IE fire anybody, — um” MS Y 


13 | Frank Arlinghaus until the May proposal. 


14 | Let me ask you with respect to that period, did 
15 | you at that time or did you subsequently learn of any 

16 | feelers or discussions or expressions of interest in the 
17 sale of the company to any outsider? 

18 A Yes, I probably can recollect a couple of 

18 | instances. 

20 Q Tell us what they were, please, 

21 A Mr. R.tenour and I were invited over to Sixth 
22 Avenue to the Filmways offices where an exploratory meeting 
23 was held where Filmways would acquire Modern Teleservice. 
24 Q When was that? 


25 | A I don't remember the date. 
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Can I look at this? Is it in here? (Indicating) 
Q Let me first ask your unrefreshed recollection. 
Would it have been as early as 19657 

4 No, it could not have been, because, you see, 
when I moved in from California in February of 1965, most 
of my efforts and activities were directed tc ring and 
consolidating our offices in New York City to tlıe west side, 
which took most of that year, and all of our efforts were 
in setting up new, modern, efficient offices. 

Q Te it your testimony, then, that up until 1966, 
you made no effort to sell the company? 

A Not to my recolle-tion. 

Q Did you start such efforts in 1966? 

A Conceivably. 

Q Do you recall approximately when you first 
embarked on those efforts? 

A It conceivably was in 1966, because discussions 
were held at the Board of Directors meetings about a growth, 
and expansion program that we had to have in our company in 
order to exist. Competitors were coming on very strong and 
very big with lots of capital, and the only way we possibly 
could meet this challenge was to, ourselves, grow. It was 
most difficult to grow from within because we didn't have 


the money, so I'm sur: in our conversations in our Board of 
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Directors meetings -- and I couldn't tell you which one of | 


the four in 1966 -- that we were given permission, | 


Mr. Ritenour and myself, to make exploratory excursions | 
into the idea of being merged or bought out by a company 
within the field or related field, 

Q You are talking about a formal Board resolution 
giving you that -- or formal Board act’on giving you that 
authorization? 

A I don't recollect whether it was formal Board 
action or discussion where we were given permission by the 
Board to do so, because we were not given permission to 
merge and/or talk and/or merge; we were only allowed to go 
out and survey the field, as any executive would be allowed 
to do so. 

Q I believe you are talking about two different 
Board discussio 3, 

A I may be talking about all four in 1966, because 
the conversation came up more than once, Mr. Jensen. 

Q Are these discussions about the need for growth 
now pinpointed to 1966? 

A I suspect that they were. 

Q Was it also in 1966 that you got, for the first 
time, what you referred to as permission to go out and 


survey the field? 
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A I suspect so. 

Q Had you done anything at all before that time, 
looking toward finding a possible purchaser of Teleservice 
stock or assets? 

A I don't think so; not that I remember. 

Q A11 right. Let's get back to the visit to 
Filmways' offices. 

Let me ask you: Is that the first event about 
which you have any recollection which falls into the 
category of surveying the field for possible buyers, or 
were there earlier talks with someone else? 

A I cannot put it in chronological order. 

Keep in mind that I was Operations Manager and 
traveled in 1966, 1967 and '68 to the other offices, and 
it's difficult for me to pinpoint a meeting. I kept no 
diary. 

Q Realizing now that you cannot necessarily 
remember the chronology, wi.. you tell us about all of the 
meetings about which you remember which locked toward 
finding a possible purchaser for Teleservice. 

Since you mentioned Filmways first, why don't we 
start there. 

A You want me to tell you about Filmways? 


Q What transpired at the meeting, yes, please. 


® 
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Did you ever meet a Mr. A. Martin? 
A May I ask who he is with? 
MR. JENSEN: Off the ۰ 
(Discussion off the record.) 

Q Were you aware that Novo Industries at one time 
was interested, and 1f so, did you participate in any of 
the discussions or negotiations had with or about Novo 
Industries? 

A If you were to meet Chet Ross, who was then 
President of Bonded, who now, I believe, is President of 
Novo, but I'm not sure, and because we ‘ere friendly | 
competitors, we met with Chet many times in a twenty-year | 
period, every time we met with Chet, he made an offer for x 
Modern. 

Q Do you recall or do you Know whether Chet Ross at 


an time gave a figure? 


A Chet Ross' way of working was not really a figure 
of money; it was that they would form a new company, and 
Bonded would put so much stock in and Modern would put so 


much stock in and you would go from there. 


far as you ara aware? 


A That I am aware of. 


Q Did you know that M.P.O., Incorporated was 


| 
| 
| 
| 
x 
Q That's the only type of plan that he proposed as | 
| 
| 
| 
| 
| 
| 
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Q Did you receive Plaintiff's 36? (Handing to the 


witness) 


A It's familiar, but I don't remember. I mean, 


I don't remember receiving it. I do remember the substance | 


of it and I don't know whether it was in this form or 
another form; it mizht have been this one. 
Q Would you check your records, please, and see 
whether you received it in some other form. 
A No, I don't have in my records any letter from 
Lewis, Stat or Zinman. 
Q Did yov receive Plaintiff's 42? (Handing to the 
witness) | 
A Yes. That's the same one that's been marked C 
several times. 
MR. O'KEEFE: C twice and 19 once. 
Q As long as it has a different number, we will 
mention it separately. 
Did you sign Plaintiff's 52? (Handing to the 
witness) 
A Yes. That's my signature. 
Q Did y . receive Plaintiff's 78? (Handiag to the 
witness) 
A Yes. 


Q Did you receive Plaintiff's 79? (Handing to the 


| 
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witness) 
4 Yes. 


Q Did you sign Plaintiff's 80?  (Handing to the 


A Yes. 
Q I show you now Plaintiff's Exhibit 10 and ask 
you whether you have seen it before, and I ask you to read | 


the third full paragraph on page 6. (Handing to the 


witness) | 
(Witness so doing.) | 
A I have never seen this. 
Q Have you now read the paragraph that I indicated? 
A Yes. 


MR. JENSEN: I ask the reporter to set it up 80 


that the record may be complete. 
MR. O'KEEFE: Are you going to read it to her? 


Off the record. 


(Discussion off the record.) 
(Whereupon, the reporter copied 
the following: ) 
"After August 24, 1964 the Modern Teleservice, 
Inc. formula price wae $124.2989 a share before the 
20 for 1 stock split or $6.22 a share for the present 


stock. I have been informally informed by Mr. Ritenour 
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LOS ANGELES, CALIFORNIA 90024 7 /orfñ 


i | RL April 28, 1967 


Mr. J. E, Ritenour 
143 Overlook Drive 
Greenwich, Connecticut 


Dear Rich: 


In accordance with your letter of April 25, 1967, Ihereby 
tender to you and to Tohn J. Lipsky all of my stock in 
Modern Teleservice, Inc, at a price of $15.00 a share. 


This tender is made contingent upon my receiving the 


highest price per share paid by you or by John J. Lipsky 
to any other shareholder, 


Sincerely, 


Bala dts... 


William H. MacCallum 
WHM :bh 
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‚„g Marie Schlereth 
282 Teaneck Road 
Ridgetield Park, N. J. 
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May 2, 1967 


Mr. Rich Ritenour 
143 Overlook Drive 
Greenwich, Connecticut 


Dear Rich: 


This will confirm receipt of your letter and our 
subsequent telephone conversation concerning its contents. 
I quite agree with your feelings &bout Teleservice and your 
relationship with its future, If it will help you to this 
end, I 11 go along with the sale of my stock. I do this 
reluctantly because I too am 8 great believer in Teleservice, 


As a proposal I might add what may be a factor in obtain- 
ing the full support you need from the remaining parties. 
That the ultimate agreed price per share be either the $15.00 
as offered or the actual value of each share at sale time, 
whichever is higher. 


Sinc rely, 


YAN 
Hl W. Bo Bárds, Jr. 
55 HighfAeld Ave 
Port nmm. N. Y. 
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WILLIAM H. MACCALLUM 
10501 WILSHIRE BOULEVARD - APARTMENT 1812 
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LOS ANGELES, CALIFORNIA 90024 


July 26, 1967 


A: 
ar / 


. Ritenonr 
Sith Street 
, ۰ p e 
h, 
ell to you twelve h' ndrcd sixty (1260) 
f Modern Telcs>rvice, Inc., stock for 
housand six 'undred dollars (4,12,600.-) 
drty-soven hundred eirhty dollars 
in cash and a note fo eic 


4 wh +7 
115 


^ 
ss — ^ ۳ ‘ non a 
wenty dollars (:,8820.-) payable in one 
et - 7 rr, 
intorest at 6% peyable quarterly. Tne 
م‎ 1 ۹ 4 
o be secured by t^o stock itil paid. 
11 sell to John Lin s!:y another ۷ ۵ 
ixty stares (1250) at the sene terns. 
Jolin accert this offer please let ne 
escrow arrancerents 70 desire to nate 
5 " ^ 4-14 5 le 7 + ۳۳ 
old oí tho certificates. 
11 4 T "^ 4. 4 + i oa 4 مامز و‎ 
© n hr n C PT | ES 7 nn n roma - 
64 eMe fann hundrad (BA) asharos 


a NG 
> w 
9, ¿0 


A, I pe 


ac fius 


APPROVED lo Ha, Al 
c Callum 


n 
z 
i 
‘A 


el 
e 
A 


= 


y 


er ee OTL Oe o 


j ^2 ۹ BLES PN, YI ads او‎ Z se 
ent July 28, 1967 „ft (DIS 9/20 


P di 


Mr. Wm. H. Mac Callum : D EA ^o ۷: جک‎ 1385 
10501: Wilshire Blvd. Apt. 1812 ' f. 


Los Angeles, California 90024 7 " 
Dear B111, 5 ۲ A ۱ ) 


I accept your offer in your letter to me of July 26, 
1967, to sell me 1260 shares of Modern Teleservice, 
"nc. stock for ten dollars ($10.) a share. 


Enclosed are my check to your order for $3,732.75, 
$3,780.00 less $47.25 New York Stamp Tax thereon, and 

my note for $8,820.00 to your order payable one year 

after date with interest at 6% per annum payable quarterly. 


As arrangements have been made for all shares heretofor 
purchased by me to be held in escrow by DeWitt, Pepper and 
Howell, I have deposited with DeWitt, Pepper and Howell, 

a certificate for 1260 shares of Modern Teleservice, Inc. 
stock in my name with a blank stock power signed by me 

to be held as security for my note to you and with the 
right in DeWitt, Pepper and Howell to exchange such 

1260 shares for the shares of any other corporation 

whose stock ia received by you in connection with the 


balance of yoGr Modern Teleservice, inc. holdings and 


‚on the same terms. The new shares, if any, received 


on any such exchange with blank stock powers executed 


8 by me shall be held by Dewitt, Pepper and Howell as 


security for my said note. I have arranged with DeWitt, 
Pepper and Howell not to make any charge to you for such 
services. ۱ ۱ ۱ 

In order that I may know that the enclosures reach you 
safely and that the escrow arrangements meet with your 
approval, will you please sign a copy of this le*ter and 
return it to me and sign a second copy and send it to 
Dewitt, Pcpper and Howell. 


Very since 


deerat 
V. عأ‎ VER 


We are holding the aforesaid stock subject as aforesaid. 


€, Ca يه‎ 
DeWitt, Pepper and Howell by “sydney Peppe Kar, 
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modern teleservice, inc 


, WILLIAM H. MACCALLUM 
10501 WILSHIRE BOULEVARD — APARTMENT 1812 
LOS ANGELES, CALIFORNIA 90024 
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July 28, 1967 : TU A. ee 


Mr. Wm. H. Mac Callum uro La urs 7 UP 
10501 Wilshire Blvd. be Ly E PE a AN 4 3 
Apt. 1812 DET FE a CUP 

Los Angeles, California 90024 Te d 


^? Dear Bill: 
i“, £ accept your offer in your letter to J. R. Rítenour ri 
of July 26, 1967, to sell ma 1260 :hares of Modern ` oif es 
^ Teleservice, Inc. stock for ten dollars ($10.) a share. : 


. 


Enclosed are my check to your order for $3,732.75, 
$3,780.00 less $47.25 New York Stamp Tax thereon, and 

my note for $8,820.00 to your order payable one year 

after dato with interest at 696 per annum payable quarterly. 


As arrangements have been made for all shares heretofor 
purchased by me :o be held in escrc ' by DeWitt, Pepper and 
Howell, I have deposited with DeWitt, Pepper and Howell, 
a certificate for 1260 shares of Modern Teleservice, Inc. 
stock in my name with a blank stock ppwer signed by me 
to be held as security for my note to you and with the. 
right in DeWitt, Pepper and Howell to exchange such 

1260 shares for the shares of any other corporation 
whose stock is received by you in connection with the 
balance of your Modern Teleservice, Inc. holdings and 

on the same terms. The new shares, if any, received 

sn any such exchange with blank stock powers exocutcd 

by me shall be held by DeWitt, Pepper and Howell as 
security for my said note. I have arranged with pewitt, 
Pepper and Howell not to make any charge to you for such 


services. 


ba 


09 565 ۸ 


Callum 


Pane ERSTEN 


know 
In order that I may/that the enclosures reach you safoly 
and that the escrow arrangements meet with your approval, 
will you please sign a COpY of this letter and return it 
to me and sign a second copy and send it to Dewitt, Pepper 


and Howell. f 
Very sincerely | EL 
ý FL 

PN 


william H. Mac 
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We are holding the aforsaid stock subject a aforsaid. 
> bg 9 A i Nit 
w 


'epper and Howell by Sydney Pepper 
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EXHIBIT R 


ihe undersigned, being respectively shareholders of 
Modern Teleservice, Inc., a New York Corporation (hereinafter 
called Modern) do hereby consent in writing, pursuant to Section 
615 of the Business Corporation Law of the State of New York, to 
the scoption of the following resolutions: 
RESOLVED that the proposed Flan of Neorgenization 
end Agreement dated «arch 25, 1968, (hereinafter called 
the Plan and Agreement) between Modern and Sonderling 
Broeécasting Corporation, an Illinois Corporation (herein- 
after called S8C), in the form attached hereto as Fxhibit A, 
be, and it hereby is, in all respects approved end sdopted; 
RESOLVED, thet Jr. R. Ritenour and John Lipsky, as 
President ond Secretary, respectively, of Modern be and they 
hereby are authorized and directec to execute and deliver 
the Plan and Agreement; end that said Fitenour end Lipeky and 
the other officers and the directors of Modern be ous they 
hereby are authorized to execute and deliver such further 
documents and instruments and to pay such fees und expenyes 
es in their jucament are necessary, proper or advisable 


in order to implement the Plan and Agreement. 


the undersigned respectively acknowledge that they nave 


read anc considered the Plan and Agreement and hae placed the 
| signature of the undersigned on page 1 thereof. 

We do further authorize any officer of Modern upon the 
| receipt of the 130,900 shares of Sonderling Broadcasting Corporation 
capital stock to transfer to Commonwealth Corporate evelopment 
Co, Inc. 10,000 shares of said stock as and for ite fee in connec- 
tion with the said transaction. 
IN WITNESS WHEREOF, the undorsigned has caused this 


consent to be culy executed as of this 25th day of March, 1968. 


A يرا‎ 


h P x A * 4 \ 
BE "mmm MEHR P j / ous / A EEE; 
Hosalie ۶ Arlinghaus, a cxecutrix Howard E. Eberle 
of the estate of Frank H. Trustce U/A dated 5/15/65 
Arlinghaus, and as custodian for 
Alix ¿mn Arlinzhaus, Frank H. 
Arlinghaus, Jr. und Jobn C. 
Arlinghaus 
à d ۱ zen ۳ 4 7 AR 7 
Ab as NM 1 AL / (421224 Fit le ~ fi ¿Las A 
Willicm H, MacCallum Anna Maria deh lh 
4 ۳ il ۹ a 
\ ida 4) ۱ P 7 £ 
I lasin (U rad dt ۶ ( t A hy 
— SAN { 
Harry v. ۵۵۲08 Jr. Lisie We vox 


, 


١ 2 / f N / 
A : 4) abo EC / PE t wt 
VP oa ae 0 , (7 e 7 indi d In 7 P Y م‎ F ` 
— nn nn —— — . —— MÀ M MÀ nn u 
9 J. (Jepper Y ~ John J. Lípsky , 


I x ea 


E237 


PLAN OF REORGANIZATION and 
AGREEMENT dated as of March 25, 1968, 
between SONDERLING BROADCASTING 
CORPORATION, an Illinois corporation 
(hereinafter called SBC), MODERN 
TELESERVICE, INC. , 8 New York cor- 
poration (hereinafter called Modern), 
and ,ل‎ R. RITENOUR and JOHN LIPSKY 
(hereinafter collectively called the Stock 
holaers). 

Modern desires to exchange and SBC desires to acquire substan- 
tially all Modern's properties solely for shares of voting Capital Stock, no 
par value, of SBC (hereinafter called SBC Capital Stock), Following the re- 
ceipt by Modern of the SBC Capital Stock in exchange for substantially all its 
properties as contemplated herein, Modern proposes to distribute the SBC 
Capital Stock to its Stockholders in exchange for their Modern stock, Now, 
therefore, the parties hereto agree as foilows: 

1, Plan of Reorganizati n. SBC and Modern hereby adopt a Plan 
of Reorganization pursuant to the provisions of Section 368(a) (1) (c) of the 
Internal Revenue Code of 1954, as amended, to be effectuated in the manne! 
hereinafter set forth. 

2. Transfer of Assets. (a) Upon the terms and subject to the 


conditions set forth in this Agreement, Modern agrees at the Closing (as 


hereinafter defined) to convey, assign, transfer and deliver to SBC, and ST 
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'Tees to acquire and accept from Modern all tne assets, properties, good- 
ill and business of Modern as a going concern (except the assets referred 
‚in Section 2(b) ), together with such additions thereto as shall occur from 
ie date hereof to the Closing Date (as hereinafter defined), and the right to 
8e the name "Modern Teleservice, Inc." or similar names (said assets and 
ights being hereinafter called the Acquired Assets). 
(b) Anything hereinabove to the contrary notwithstanding, the 
following assets and properties shall be retained by Modern: 
(i) Cash not in excess of $10, 000 in such 
amount as may be agreed upon by Moder: 
and SBC to cover Modern's tax and other 
expenses in connection with its performance 
of this Agreement ard its liquidation and 
dissolution. Modern shall promptly pay 
over to SBC, not later than December 31, 
1968, such cash which Modern does not ex- 
pend in payment of such expenses. 
(ii) The minute books, stock books and 
corporate seal of Modern, provided that 
upon the dissolution of Modern, Modern 
shall deliver to SBC, as custodian, the 


corporate records and scal rctaincd by 


Modern as provided in this Section 2(b)(ii). 
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Such books and records shall be available 

i to Modern and its representatives for use 
in connection with tax matters and the 1i- 
quidation of Modern and Modern shall have 
the right to borrow such documents and to 
make copies thereof for presentation in any 
litigation or proceeding in which Modern 
may be invclved. Such books and records 
shall be preserved by SBC for at least six 
year after the Closing. 
(iii) Modern's rights under this Agreement. 

3. Consideration. (a) In consideration of the assignment, trans- 
fer and delivery of Modern's assets to SBC as provided hereis, SBC shall at 
the Closing issue and deliver to or upon the order of Modern 130, 000 shares 
of SBC Capital Stock. No certificates for fractional shares of SBC Capital 
Stock shall "> issued to Modern or upon transfer of the SBC Capital Stock cer- 

0 
tificate or certificates issued to Modern. The references to number of share: 
of SBC Capital Stock in this paragraph shall be appropriately adjusted to re- 
flect any stock dividend, split-ups, recapitalization or exchange of shares af- 
te: the date hereof, 
4. Assumption of Liabilities, (a) At the Closing SBC shall as 
sume and agree to pay, perform and discharge 


(i) All the debts, liabilities, obligations 


contracts and commitments of Modern as 
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of tne close of business on the Closing 

Date; and 

(ii) Allthe federal, state and municipal 

tax liabilities of Modern ex: ept for trans- 

actions occurring after the Closi ıg Date 

(b) Notwithstanding the foregoing, SBC shall not assume » 1 

be obligated to pay, perform or discharge: 

(i) Liabilities or ot igations of Modern to 

make distributions to its stoc kholders as 

dividends ín liquidation or otherwise; 

(ii) Liabilities and obligations of Modern 

under or with respect to ar y transaction 

occurring after the Closing Date 

(iii) Liabilities and obligations of Modern 


incurred in conned tion with or related t 


the transfer of assets and business pur- 
Suant to this Agreement, or in connection 
with Modern's liquidatic ind dissolution; 


(iv) Any liabilities or ol igations, under 


ern} ent reements or otherwise, t 
iny of M ers, di: tor 1 
Ste t l t th Pepal ( 
O] 1 ۱ es rende red i 
to the C] ur | ) ina 

4 

" ۹ 
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(v) Modern's obligations under its Profit 
Sharing Plan. 


(« Nothing contained in the Section 4 shall relieve ? 


or the Stockholders from any oLligation under covenants, warranties 


, 


agreements contained in this Agreement. 


9. The Closing, Etc. (a) Consummation of the transfer 


quisition of the assets hereunder shall const 


+ 
er 
2 
O 
E 


date and time of the Closing shall be at the offices of The Cc rporati 
Company, 15 Exchange Place, Jersey City, New Jersey, at 2 p. m. 
9th day of April, 1968, or at such time and place as Modern and SB 
mutually agree (said tíme and place of Closing are herein called the 
Date). 
(b) At the Closing Modern will execute and d 

proper instruments of assignment, conve yan and transfer n the 
proved by counsel for SBC, of ali its right, title and interest in and 


À i 
the Acquired Assets. 


(c) At the Closing SBC will issue and deiiver 


111 f N1 peri t SB 4 15 ) ne lal M 
il j the ( f Mo ern, 4 i ( ( 
l he busine M 
in w! h Mode engaged in bu ( ind Moder 11 t 
with, execute such conserts to said use or in orporat r qua 
may, in the opinion of counsel of 3C, be neces ary or expedient. 
TT 


after the Closing Date to take 


der the laws of the 


of SBC Capital 
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JO, 800 


presently issued and outstanding 


of which are duly and validly issued, fully 


holds no shares of its Common Stock 
ing warrants, options or other commit: 
unissued shares of such Common Stock. 


(d) Financial Stateme 


of December 31, 1964, 1965, 1966, 1967 


the four years ended on those dates, here 


prepared in conformity with generally 
on a consistent basis and fairly present 
spective periods indicated in such 


1964, 1 


, , 


as of December 3 
the years then ended have be: 
dependent public accountants. O 


gations or liabilities, absolut 


iy 1 sted in ai y ¢ xhi! it attacı 
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not own and has not contracted t 


Interest therein other than as lessee as set f 


(f) 


Personal Prope: ty. 


soral property reflected in its balance sh: 


clear of all mortgages, li ns, charges or encumbrance f any nat 


soever except as stated in Ex 


equipment owned oı 


any patents, 


or possesses edeouate lice 
trademarks, trade names or 


now operated. 


\n) Contr ( 
ibits B and C attached heret , M 
eXpress or implied )1( ont t 1 
or » mpl yee, (ii) ۱ 


lease to it as lessee of 


or more, (iv) 
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(viii) franchise. distribution or sales agen 
insurance policy, or (x) material contract 
ordinary course of business. 


Modern in and to each of the contrac ag 


3, 


get forth in Exhibit C ar? transferable and 


sent or approva. of the other party thereto 


(i) Litigation. 


nA 
nr 


(whether or not purportedly on behalf of 


of Modern threatened against Modern whic 


There are 


5 


cy contract or commitment, (ix) 


or commitment not made in the 


Except as described in Exhibit C all rights of 


reements, and other instruments 
assignable ¿o SBC without the con- 
no actions, suits or proceedings 


odern) pending, or to the knowledge 


h involve the likelihood of any ad- 


verse judgment or liability not fully covered by insurance or which may re- 
sult in any material adverse change in th 31116 58, properties or asset 1 
in the condition, financial or otherwise, of Mcdern, Modern does not kn 
of any order, writ, injunction or decree that hi been issued by, or req te 
of, any court or governmental agency whi loes or may result in any n ° 
rial adverse change in its business, 21 r assets or in its condit 
financial or otherwise. 
(j) Taxes, The amounts set rovisions for ta 
the balance sheet of M dern as of Dece i, are gu ient, to tl 
best of Modern's knowlec, e and beliei, i í f all unpaid federal, 
ind local Aodern, accrued 1 ppl i the period end 

on such balance sheet date and all pi ; prior theret Modern } filed 

income, excise, prope! other t ( equired to be filed t 
by the United States of Ameri ana ny tale I the! politic al subdi S 
thereof, and has paid all taxes which have becor e pursuant ti | - 
turns and pursuant to any assessment which has been recc ived by it. Fei 
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income tax returns of Modern have been examined by the Internal Revenue 
Service through the year ended December 31, 1965, and all deficiencies pro- 
posed as a result of such examination have been paid or settled. 

(k) Compliance with Law. To the best of the knowledge and 
belief of Modern it has complied in all material respects with all laws, regu- 
lations and orders applicable to its business. 

(1) Insurance. The business properties and assets of 
ern of an insurable nature are insured in the amounts and against the risks 
normally insured against by companies engaged in a business similar to that 


of Modern. 


(m) Acc ounts Rec eivable. All accounts receivable of Modern 
are current and collectible except to the extent that a reserve for bad debts, 
not in excess of $10, 000, has been established therefor. 

(n) No Default, The execution and delivery of this Agree- 
ment and compliance with the terms hereof by N ern will not conflict with, 
or result in the breach of any of the terms, nditions or provisions of, or 
constitute a default under, or result in the creation of any lien, charg 
encumbrance upon, any of the properties or assets of Modern pursuant tc 
corporate charter, by-law indenture, mortgage, lease, agreement, or other 

sl: arent to which Modern is a party or by which it is bound. 

(o) Performar e of Ot li; LIONS, Modern has in all respects 
performed all obligations required to it to date and is not 1 
uefault in ‘any respect 1 11 1101 5 rt nte eases Ol 16 I 
struments to which it is a party or by which it is bound. True and correct 


copies of all documents described in any exhibit attached hereto have here‘o- 
fore been delivered to SBC. 


(p Post Balance Sheet Changes. Since December 31, 1967, 


(y 
>. 


Modern has not (i) issued any stock, bonds, or other corporate securities, 


(ii) incurred any obligations or liability (absolute or contingent) other than 


current liabilities incurred, and obligations under contracts entered into, in 


the ordinary course of business, (iii) declared or made any payment or dis- 
tribution to stockholders, except for a dividend not in excess of $. 35 per 
share, or p:;rchased or redeemed any shares of its capital stock, (iv) mort- 
gaged, pledged or subjected to lien, charge or any other encumbrance of 
assets, tangible or intangible, other than the lien of current personal pr 
erty taxes not yet due anu payable, (v) sold assigned or transferred an: of its 
asseis or cancelled any debts or claims, other than in the ordinary coui 
business, (vi) suffered any extraordinary losses or waived any rights of 


stantial value, whether cr not in the ordinary course of business, or (vii) 


tered into any transactions other than in the or: ary course of busin: 
(q) Execution. The executi i livery of this Agre 


and the transfer of assets of Modern contemplated hereby has been duly 


lidly authorized by the Board of Directors of Modern. 
(r) Represe ntatior and Warranties, The representat 
and warrantics made in this Section 7 will be tru: nd correct ] materi 
respects on and as of the Closing Date with the san.e force and eıfect as tl 
° such representations and warrantics had been made on the Closing Dat 
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8. Representations and Wai ranties of SBC. SBC represents, 


warrants and agrees as follows: 


(a) Organization and Qualific: 
duly organized, validly existing and in good standing under the laws of the 
State of Illinois, SBC has the corporate power and authority to carry on its 
business and to own or lease its properties in the places where sucn business 
is now conducted and where such properties are now owned or leased. SBC is 
in good standing in every jurisdiction in which the nature of its busin 
guch qualification necessary. SBC has an authorized capital stock consisting 
of 2, 000, 000 shares. As of December 31, 1967, there were 800, 000 shares 


of SBC Capital Stock, no par value, issu ind outstanding, fully paid and ni 


assessable. 


(b) Financial Statements. SBC has delivered to Modern it: 
> i A 1 ala ` e nf ۲ } n1 rn E 4 0 1 
consolidsted balan e sheet as ol December ol, 129 /, and stateme 1 n- 


solidated income and expense for the twelve 1 nths then ended. Said financial 


statements have been prepared in onformity with generally a »pted account 


ing principles applied on a consistent ba a resent fairly the consolidated 
financial condition of SBC and its con: lidated subsidiaries as of December 
31, 1967, and the results of their ۲ for the twelve m | 
( } ] C. 11 rhe 1) ra I 11 3 Í i l iid 

ididivy approved this P] of Reor 11 ۱ reement 1 [ ; l 
ed the execution and delivery proj 1 =) { tl Pia 
organization and Agr em t perfor í ger f 11 , 
transactions í ontemplated herel 

- l2 = 
i ۱ , 
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(d) SBC Capital Stock. 


shares of SBC Capital Stock.to be 


SBC has the authority to issue 


the 


ssued in exchange for the assets of Mod- 


ern and such shares of SBC Capital Stock when delivered to Modern, will be 


duly and validly issued, fully paid and nonassessable. 


Capital Stock to be delivered pursuant to th 
upon the American Stock Exchange and SBC 
said shares to Modern free and clear of all 


whatsoever. 


(e) No Material Adverse Chan 


there has been no material adverse change 


wise, of SBC and its consolidated subsidiari 


1 


balance sheet as of December 31, 1967. 


(f) Atigation. Ex« ept as 


to, there are no actions, suits or proceeding 


behalf of SBC or its subsidiaries) pending, 
ened, against SBC or its subsidiaries whi 


verse judgment or liability not fully covere 


Ww 


ln 
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in any material adverse change in the busin« 


condition, financial or otherwise, of SIX 


in its business, properties ^r assets ol 


(g) 


> 


and compliance with the terms thereof by SBC 


in the breach of the terms, conditions or provis 


- 13 - 


No Default. The executior 


nent will be 


ill have 


Since December 31,1 


The shares of SBC 


1 
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under, or 


result in the creation of any lien, charge or encumbrance upon, any 


of the properties or assets of SBC pursuant to any corporate cl 
indenture, mortgage, lease, agreement or other instrument to which SEC is 


a party or by which it is bound 


و 


(h) Representati ins and Warı ties. The representations 


warranties made in this Section 8 will be true and rect in all material re- 


spects on and as of the Closing Date with the same force and effect as thc 
such representations and warranties had been made or the Closing Date. 
9. -ovenants of Modern. Modern covenants and agrees as f 


e A e E ^ ne ya 4 r +1 a £4 ri e - 
(a) As soon as praciicable alter tne date of this A 


Moder.ı will procure the written consent of its stockholders t« ı cell a meet- 


35 
> 
۳ 
^ 
+ 


ing of its stockholders for the purpose of considering and t [ tion or is 


1 ga tarını iCiion on, 19 
Plan of Reorganization and Agreement, the dissolution of Modern and the dis- 


tribution of its remaining assets among its stockholders. 


(b) From the date of this Agreement until the ( 


Modern will conduct its business diligently in : staı illy the s i ( 
as heretofore conducted and use its best efforts pi ervei 1Si 1 
ganization intact, to keep available to SBC its | nt employees and to pre- 
serve for SBC Modern's relationship with its suppliers, custome and i 


* ١ ۹ 
having business relations with it. 
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sell or transfer any of its tangible assets or cancel any debts or claims, ex 
cept in each case in the ordinary course of business; (iv) sell, assign or trans- 
fer any intangible assets; (v) waive any right of any substantial value; or (vi) 
enter into any transaction or series of transactions other than in the ordinary 


th; 
t 


course; except in each case as allowed by this Agreement or with the pri: 
written consent of SBC and except further that Modern may pay to its Profit 
Sharing Trust the amount it is cbligated to pay under its Profit Sharing Plan 
with respect to its 1967 earnings. Modern represents that the total payroll 
of persons eligible to partícipate under its Profit Sharing Plan will not exceed 
$300, 000 for 1967. 

(d) From and after the Closing Date, Modern will not eng 
in any activity except as required to complete 8 liquidation and dissolution 
and the distribution of shares of SBC Capital Stock as provided for in this 
Agreement. 

(c) All income, franchise, sale and cther tax returns and re 
ports of Modern which have not bcen filed prior to the date hereof (including 
those relating to periods after the Closing Date) ;hall be prepared by Modern, 


but shall not be filed without prior examination and approval ol SBC's U 


which approval shall not be unreasonably withhe ld. If such returns are no 


ied because of SBC's refusal to approve them, SBC shall hold Modern and 
ste ho I ind distributes harinies n i DI € ( { D1 Í { y 1 
iutborities 

iT. Condition: 1) 4 راز‎ [ pations oi SBC. The )( 1 tions ol S1 11 
under are, at the option of SBC, subject to the conditions that, at the Closing 


Date: 
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(a) Allthe terms, covenants and conditions to be complied 
with or performed by Modern on or before the Closing Date shallhave been 


.ully complied with or performed in all material respects. 


(b) The representations and warranties made by Modern and 


the Stockholders herein shall be correct in all material respects, on and as 


je 


of the Closing Date, and Modern shall have cause to be delivered to SI 


certificate to that effect dated the Closing Date and signed by Modern an 
Stockholders. 

(c) All actions, proceedings, instruments and documents re- 
quired to carry out tris Agreement by M rn ent thereto, and all 


other related matters, shall have been approved bj insel for SBC. 
(d) SBC shall have received the opinion of Messrs. Dewi 
Pepper and Howell, counsel for Modern, dated the Closing Date, in foı 


substance satisfactory to SBC's counsel, to the effect that: (i) Modern is a 


corporation duly organized, validly existing and in í i standing under the 
laws of the State of New York and is duly qualified and in good standing as 


foreign corporation in New Jersey, Illinois and California, (ii) Modern has 
by "E , 


full pov ind authority to cc^vey, assign, transfer and del r its assets 
SBC as provided in this Agreement, (iii) all corporate and other proceedi: 
required to be taken by or on the part of M rn t wthorize it to carry 

i [un 11 0 en, transier 1 r to 5DC 1 ۱ 
q with this Agieement en du proj 

, Uv) this Agreenicn | executed by Modern and th 

holders and is a legal, valid and binding obligation of Modern and the bt 
holde: 111 a rda 1C ¢ wit] 15 I (v) th instru ent 1V4 ed i 
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Modern to SBC have been duly authorized, executed and delivered, are legal, 
valid and binding in accordance with their terms, sufficient for purposes oi 
reccrdatior and filing where permitted by law and have vested in SBC all right 
title and interest of Modern in the Acquired Assets. 

(e) Each of the Stockholders shall have entered into empl 
ment agreements with SBC or one of its subsidiaries. 

(f) Each of the Stockholders will from t^e date hereof to the 
Closirg Date continue to b» employed as an officer of Modern. 

(g) SBC shall have received from eac h "affiliate" of Moden 
as defined in Rule 133 of the General Rules and Regul: ns under the Secu- 


rities Act of 1933 an agreement not to dispose of the shares of SBC ( 


Stock received hereunder except in accordance with the limitations oi such 
Act. 

11. Conditions to Obligations of Modern. The obligations Mod 
ern hereunder are, at the option of Modern, subj: to the condi tha 
the Closing Date: 

(a) All the terms, covenants i conditions of this Agre 
to be complied with or performed by SBC on oi re the Closing Date 


have been fully complied with or performed in all material respects and the 
"onsents referred to in Section B(g) have been obtained, 

(b) The representations and warranties made by SBC here 
shall be correct ii erial resp : |i and as of the Closing Date 
the same force and effect as though such representations and ۸ 
been made on the Closing Date and SBC shall have caused to be delivered 
Modern a certificate to that effect dated the Closing Date and signed by SEX 


e ET مه‎ 
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(c) All actions, proceedings, instruments and documents re- 
quired to carry out this Agreement or incident thereio, and all other related 
Jegal matters, shall have been approved by counsel for Modern. 

! (d) Modern shall have received an opinion of 
berg, Counsel for SBC, dated the Closing Date, in forro) and substance satis- 
factory to Modern's counsel, to the effect that (i) SBC is a corporation duly 
organized, validly existing and in good standing under the laws of the State of 
Illinois; (ii) SBC has full power to acquire the assets as provided herein, (iiij 
all corporate and other proceedings required to be taken by or on the par 
SBC to authorize it to carry out the Plan of Reorganization and Agreement and 


to deliver the shares of SBC Capital Stock in acccrdance with this Plan of Re- 


organiz. tion and Agreement have been dulv and properly taken, (iv) this Plan 
of Reorganization and Agreement has been duly executed by SBC and is a legal, 


valid and binding obligation of SBC in accordance with its terms, (v) the shares 


of SBC Capital Stock to be delivered hereunder when issued will be validly issu- 
ca 11141 y paid and 1011533556 55 16 , (vi) the de ۱1 8 1 4 f 1 | t 

NiOCi ( Mode rn and Dy Mode rn to 11 st 1 ais ıtı | does not ° 
quire registration under tl Det 1 1 ۵ ر3‎ € 11 10 6 4, and ۲ ) E 
shares to Ix ¡vereda nereu 16 [ e š iu isted unde ine 1 
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41 


12. Conditions to tae Respective Obligations of SBC and Modern. 


The respective obligations of SBC and Modern are, at the option of SI 
Modern, respectively, subject to the further condition that: 

(a) No action or proceeding shall be pending or threatened 
the Closing Date wherein an unfavorable judgment decree or order would prt 
vent or make unlawful the carrying out of this Agreement or would cause the 
transaction contemplated by this Agreement to be rescinded or would ri juire 
SBC to divest itself of any of the business or assets of Modern, in the event 
of the receipt of any communication from any person or department or agency 
of government, prior to the Closing Date with regard to the transa: tions con- 


tempiated hereby, SBC shall be the sole judge ol whether such communicat) 


م 


shall be interpreled as a threat o 
1 


(b) The Closing hereunder shall have occurred on Or prior t 
June 1, 1968, 
13. Covenants of Sto kholders. Each of the Stockholders covenant 


4 1; 


and agrees that (i) at any stockholders meeung of Moern which will act uj 


۰ 
this Agreement, he will vote all shares of Moderns stock which he owns in 
favor Of adopting this Agreement and will reconimend to the c ther st: 


that they vote their shares of Modern in favor oi this Agreement or (ii) he will 


1 nt in writing to the adoption of this Agre nt by Mode 

14 Access to Pret Between the date hereol and t ( 
Date Modern will afford th« fficers and aut riz iepresentatives ot ۱ 
free and full access to the premises, properties, books and record 
ern in order that SBC may have full opportunity to make such investigati 
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as it shall desire, and the officers of Modern v 
ditional financial and operating data and other i 
and properties of Modern as SBC shall from tin 
15. Expenses; Finders' Fees. Ex 
in, SBC and Modern shall each pay its w ne 
Agreement and the transactions contemplat l 
Corporate Finders & Consultants, Inc. will b« 
indemnify Modern against any claims of third pa 
sions or finders' fees in connection with the tra 
by insofar as such claims are alleged e bas 
ments made by SBC, and Modern agret 1 
claims insofar as they are alleged to b« ast 
by Modern or its stockholders, 
16. Survival of Represent | 
warranties contained in this ۷ ] 
17. Miscellineous. (a) T p 
(i) extend the time for the performance of « 
ol the parties hercto, (ii) waive ai 1 14 
tained in this Agreement or in any document de 
mart and (iii) waive compliance with or modify 
in this Agreement ar waive or modify perform 
any of t partit herete n cement on tli 
uch ۷ jon, modi! iti 0 vaiver shall | 
rized for the purposes of this Agreement if aut! 
- 20 - 


11 furnish SBC with such 


for 
11 1 
> $ 


1 
tie as to the business 
ime reasc ably request 
otherwise provided here- 
11 inection witn thi 
The brok rage fees of 
y SBC. SBC agrees 1 
for brokerage commis- 
tions contemplated here- 
arrangements or agree- 
21 agailist al 
angement or agree nis 
nt E x pre jo ntati iS al 
ie ^ ing he under 
by written apr en 
l ligati ) Jr other acts 
| representatio! 
d f uant to this Agree 
Í the covet 1 ۱111 ie 
f any of the ligations : 
of either party 1 
ly and sufficiently aut 
d by the President or a 
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Vice President of such party, inthe case of Modern and SBC, and by the 
Stockholders. 

(b) This Agreement shall be binding upon and inure to the beı 
efit of ihe parties hereto and their respective successors and assigns, pro- 
vided, this Agreement shall not be assigned by SBC, except to a wholly-owne: 
aubaidiary. In the event of an assignment by SBC of any of its rights hereun 
der to a wholly-owned subsiuiary of SBC, the fulfillment by such subsidiary 


of the conditions to Modern's obligations hereunder shall satisfy such condi 
E d 


tions. 
(c) All notices, consents, requests, instructions, approvals 
and other communications provided for rein shall be validly given, made 


served, if in writing and delivered personally or sent by registered mail, 
age prepaid, if to Modern, or Stockholders, addressed to Modern, atten- 
tion J. R. Ritenour, 619 West 54th Street, New York. New York, 10019, and 
if to SBC, attention Egmont Sonderling, 666 East Ocean Boulevard, L« ng 
Beach, California, 90802, and A. Harry Becker, 1001 Pennsylvania Build 
Washington, D. C., 20004, 
(d) This instrument and the exhibits annexed hereto and made 

pert hereof contain the entire agreement betweer the parties hereto with 
respect to thc exchange and acquisition of assets and the other transacti 
contemplated herein, supersede all prior agreements or understandings be 


tween the p :rties he reto relating to the subject matter hereof and shall be 


governed by the law of the State of New York. 


= 


t: 
E 
un 
eo 


(e) This Agreement may be executed in multiple counterparts, 
each of which shall constitute an original, but ali of waich taken together shall 
constitute one and the same instrument. 

IN WITNESS WHEREOF, the parties hereto have caused this Agree- 
+} 


ment to be duly executed and their respective corporate seals to be affixed 


hereto, all as of the day and year first above written. 


SONDERLING BROADCASTING 
COR PORATION 
(Corporate Seal) ( 4 / 
"unm ay UV 4T 
, Y LE FOCAL 
ATTEST: By YZ 4 at v^ oll 
a z / ۱ Egmont Sonderling” | 
1 " + | 
me ۸ 3 rit í EF, " دسجل‎ 8 ; President / 
i Masorr-A-—boundy | 
y. Secretary 
MODERN TELESERVICE, IN( 
(Cor rate Scal) p ) ) 
( rae s 
ATTEST: By Z“ A HU و‎ ¿c 24 


'J. R, Ritenour 
L& wt dem / cc pÓL LA < L President 
Hicharc Russell 

Secretary 


* 
e 


/ 
de: | " 
la NI OW TA NE رس‎ «| 
John ۸ { 
١ | r 
! Hos 
| f / Es 7 
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EXHIBIT A 


MODERN TELESERVICE, INC. 
LEASED REAL PROPERTY 


MOVIELAB INC. 
619 WEST 54TH STREET 
NEW YORK, NEW YORK 


ENTIRE 4TH FLOOR AT 619 WEST 54TH STREET 
EXPIRES APRIL 30, 1970 - ANNUAL RENTAL 


HARRIS TRUST & SAVINGS 

TRUST #31557 

AGENT: HOWARD L. STORCH 
201 EAST OHIO STREET 
CHICAGO, ILLINOIS 


ENTIRE 2ND FLOOR AND PORTION OF BASEMENT 
A'T 201 EAST ERIE STREET, CHICAGO, ILLINOIS 
> EXPIRES DECEMBER 31, 1970 - ANNUAL RENTAL 


THE PLAYGOER, INC, 
ENTIRE 1ST AND 2ND FLOOR OF 1150 NORTH 


McCADDEN PLACE, LOS ANGELES, CALIFORNIA 
EXPIRES SEPTEMBER 30, 1973 - ANNUAL RENTAL 
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9 WEST 54th STRFET, NEW YORK, N. Y. 10019 765-4500 Teletype NY 212 — 640-6662 


$38, 500, 00 


24, 000. 00 


18, 000, 00 


EXHIBIT B 


LEASED PERSONAL PROPERTY 


ALLEN BROTHERS, INC. 


ONE (1) COMPANY AUTOMOBILE 
EXPIRES: OCTOBER 26, 1969 -- ANNUAL RENTAL $2, 760. 00 
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NEW YORK CHICAGO LOS ^NGELES 
° 
CAC CLD VUE, INC 
a و‎ * 
19 WEST 54th STREET, NEW YORK, N. Y. 10019 765-4500 Teletype NY 212 — 640-6662 


EXHIBIT C 


MODERN TELESERVICE, INC. 
EMPLOYEE BENEFITS 


GROUP LIFE AND EXTENDED MEDICAL 
MASSACHUSETTS MUTUAL 
POLICY #G1-14366 


DISABILITY 
UNION MUTUAL 
" POLICY #12235 


ZURICH INSURANCE COMPANY 
of POLICY #1512060 (CHICAGO EMPLOYEES) 
POLICY #01875049 (NEW YORK EMPLOYEES) 


HOSPITALIZATION 
BLUE CROSS - BLUE SHIELD 
(EMPLOYEE EXPENSE) 
EXCEPT CHICAGO UNION PERSONNEL ($112.00 PER MONTH) 


TOTAL: APPROX. COMPANY EXPENSE $590.00 PER MONTH 


PROFIT SHARING PLAN 


Resolution of Board of Directors adopted on September 13, 1965, relating 
to death benefits for J. R. Ritenour and John Lipsky, copy of which has been 


furnished to ۰ 


NEW YORK CHICAGO 


D 290 Selservive Suc 


) WEST 54th STREET. NEW YORK, N. Y. 10019 765-4500 Teletype NY 212 — 640-6662 


LOS ANGELES 


EXHIBIT C 


MODERN TELESERVICE, INC, 
COMPANY INSURANCE 


OFFICERS LIFE ANNUAL COST 


——. 


MASSACHUSETTS MUTUAL 


POLICY #4-075-146 $5, 992.00 LIPSKY 
POLICY #4-030-536 5, 476.00 RITENOUR 
POLICY #4-045-466 8, 210.90 RITENOUR 


> 


Y 
E su (^ E263 NEW YORK CHICAGO LOS ANGELES 
- " 
Made bles Ce) 
19 WEST 54th STREET, NE )RK, N. Y. 10019 765.4500 Teletype NY 212 — 640-6662 
EXHIBIT C 


MODERN TELESERVICE, INC, 
UNION CONTRACTS 
NEW_ YORK: 


MOTION PICTURE MACHINE OPERATORS 
UNION LOCAL #306 EXPIRES: JANUARY 16, 1970 


LA.T.S, E. FLIM EXCHANGE EN PL IVEES 
UNION LOCAL B-51 EXPIRES APRIL 30, 1968 
CHICAGO: 


MOTION PICTURE LABORATORY TECHNICIANS 
UNION LOCAL #780 EXPiRES: AUGUST 31, 1968 


EASED PERSONAL "| PERTY 


ALLEN BROTHERS, INC. 


ONE (1) COMPANY AUTOMOBILE 
EXPIRES: OCTOBER 26, 1969 ANNUAL RENTAL: $2, 760, 00 


os RADA Sus TE 
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An action was commenced on July 12, 1965, against KDIA, Inc., a 
subsidiary of SBC (KSAN, Inc. vs. KDIA Radio Broadcasting Corporation, 
at al., Superior Court of California, San Francisco, Docket No. 556837) 
charging that the Defendant had appropriated to its use, for a short period, 
a trade name owned and used by the Plaintiff in respect of a "disc jockey” 
who hac been employed by the Defendant after terminating his employment 
with the Plaintiff. The Compiaint requests compensatory damages in the 
sum of $1.00 and punitive damages in ‘ıe sum of $1,000,000. Counsel for 
the Plaintiff has advised the Defendant that it need not plead in the above 
action unless it has received a written demand from Plaintiff's counsel “or 
such pleading. No such demand has been received by the Defer ‘am to date, 
In the opinion of counsel for KDIA, Inc., the action is of little r "rit and no 


material liability to KDIA, Inc. will result from the action. 
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